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Introduction 


On the morning of October 1, 1965, Lyndon Johnson’s White House re- 
ceived a terse situation report from the Central Intelligence Agency (CIA): 
“A power move which may have far reaching implications is underway in 
Jakarta.”' The night before, six generals from the Indonesian army high 
command, including army commander Lt. General Achmad Yani, were kid- 
napped from their homes in Jakarta, killed, and dumped in a well on the out- 
skirts of Halim Air Force Base by self-described participants of the September 
30th Movement, who claimed they were acting to forestall a coup by a right- 
wing “Council of Generals.” The Indonesian armed forces quickly labeled 
the movement a coup attempt against the state and blamed the Indonesian 
Communist Party (Partai Komunis Indonesia or PKI) for the deaths, provid- 
ing the pretext for one of the great massacres of twentieth-century history— 
an army-led and U.S.-backed campaign of extermination directed at alleged 
PKI members and affiliated organizations in which perhaps half a million 
people were killed in a matter of months. The September 30th Movement 
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and its bloody aftermath is one of the decisive events of postwar Asian his- 
tory; the events permanently altered the political landscape of Indonesia and 
led to more than thirty years of corrupt authoritarian rule by General Suharto. 
Moreover, the annihilation of the largest nonbloc Communist party in the 
world vividly undermined the rationale for the escalating U.S. war in Viet- 
nam, as former defense secretary Robert McNamara has noted, eliminating 
at a stroke the chief threat to the Westward orientation of the most strategi- 
cally and economically important country in Southeast Asia and facilitating 
its firm reintegration into the regional and world economy after a decade- 
long pursuit of autonomous development.’ 

Forty years later, millions of Indonesians still carry the scars of the night 
that changed their country’s historical trajectory. But they are mostly sup- 
pressed scars, prevented from healing by a regime that between 1966 and 
1998 used the September 30th Movement and anti-Communism as a master 
narrative to justify the dominant role of the Indonesian armed forces (TND 
in the nation’s life, the circumscription of political parties, Islam, and civil 
society, and the ruthless suppression of dissent. Fearful that memories of the 
fateful night were fading, in 1981 the New Order regime and its most promi- 
nent court historian, Nugroho Notosusanto, produced the film Pengkhi- 
anatan Gerakan 30 September (Treachery of the 30 September Movement), 
which was broadcast every October 1 and reminded Indonesians in graphic 
(although fictional) detail of the murders of the generals and the role of the 
PKI as dalang, or puppet master.* After Suharto was swept from power in 
1998 by the forces of economic collapse and popular mobilization, begin- 
ning a slow and unsteady process of democratization that continues today, 
Indonesians of all political stripes began to reckon with the legacy of his 
rule. A profound reimagining of the nation’s recent past is now under way in 
the cultural, political, and religious realms, even in school history textbooks, 
the lessons of which are being bitterly contested.> The hegemonic, state- 
mandated history of the Suharto period is fracturing, buckling under the 
weight of its own contradictions, but with no clear alternative narrative to 
replace it. On a 2004 trip to Yogyakarta, for example, banners sponsored by 
the Front Anti Komunis Indonesia (FAKI) fluttered above the entrance to 
the famous tourist avenue Jalan Malioboro, reminding me and a thousand 
backpack-toting tourists to “beware of latent Communism”—three months 
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before the second major terrorist bombing on the island of Bali carried out 
by homegrown Islamic militants.° 

Since Suharto’s downfall in 1998, Indonesia has experienced myriad 
problems, including economic instability, environmental degradation, state 
violence, corruption, religious conflict, and a recrudescent Islamic radical- 
ism, which is locally rooted but has strong transnational links. Although not 
spawned by the New Order, each of these dynamics was exacerbated, in some 
cases exponentially, by the political and economic edifice that the Suharto 
regime created to sustain and legitimize its grip on power. The persistence of 
these problems in Indonesia’s wobbly democratic transition has forced a long 
overdue reassessment of virtually all aspects of the New Order period by both 
Indonesians and foreign observers. “The unified coherence of Suharto’s New 
Order,” one scholar recently observed, has been “thoroughly discredited, as 
economic stagnation and growing discord undermined its core themes of 
stability and state-managed development.”’ Such a reassessment has been a 
long time coming. Between 1966 and 1998, as the Indonesian government 
pursued a deeply flawed authoritarian development model, the United States 
and other powerful governments, social scientists, and international institu- 
tions cheered Indonesia’s purported success while muting criticism of the 
Suharto regime’s appalling corruption and abysmal human rights record as 
the regrettable price of stability and growth. As in Brazil, South Korea, Iran, 
and many other countries during the Cold War, Indonesia during the Suharto 
period pursued a strategy of what might be termed military modernization, 
in which the armed forces asserted for themselves a dominant political role 
legitimized by their commitment to economic and political development. 

Such commitments did not spring out of the political ether, nor were they 
the product of purely local or national historical conflicts. Rather, a complex 
constellation of national and international political and economic forces lay 
the foundations for and encouraged the emergence in the mid-1960s of a 
military-led regime in Indonesia committed to modernization. ‘These forces 
included the U.S. and other Western governments, which provided military 
and economic assistance; philanthropic foundations, which trained econo- 
mists and military officers in management and administration; international 
financial institutions such as the International Monetary Fund (IMF) and the 
World Bank, which promoted early variants of what would later be called 
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structural adjustment; and social scientists, who deployed theory to account 
for and legitimize the growing political and economic role of the military in 
the development process, not just in Indonesia but throughout the so-called 
third world. 

The discourse and practice of military modernization, however, was not 
forced on unwitting Indonesians by imperial bureaucrats, philanthropists, 
and academics. Rather, such ideas dovetailed with the political and institu- 
tional priorities of significant elements of the Indonesian armed forces and 
Western-oriented technocrats whose commitment to military rule stretches 
back to the country’s parliamentary period from 1949 to 1959. In this book, 
then, I attempt to contribute to a reimagining of Indonesia’s recent past by 
exploring the construction and dispersal of American and Indonesian think- 
ing about Indonesian development and the profound effect these had on the 
emergence of an authoritarian regime in the world’s largest Muslim country 
in the 1960s. In doing so, I explore one of the central dynamics of interna- 
tional politics during the Cold War: the emergence in the so-called third 
world of authoritarian regimes pledged to and deriving their legitimacy from 
their commitment to programs of military-led modernization. I argue that, 
far from paving the way for the post-Cold War flowering of democratic gov- 
ernments and institutions, U.S. encouragement and embrace of such regimes 
set back the quest for both democracy and independent development and 
contributed significantly to some of the chief problems—corruption, weak 
civil societies, military cultures of violence and impunity, and a militant po- 
litical Islam—that plague many underdeveloped nations in the aftermath of 
the Cold War. 

Former assistant secretary of state William Bundy once described U.S. 
policy toward Indonesia during the crucial decade of the 1960s as “no more 
than a sum of decisions to act or not in the face of unpredictable develop- 
ments.” Bundy’s formulation is apt, reflecting not only the blinkered vision 
with which U.S. officials viewed events outside mainland Southeast Asia but 
also the judgment of many historians. In contrast to their vast outpourings 
on the Vietnam War, in which that conflict was explored from nearly every 
conceivable perspective, scholars of U.S. foreign relations have accorded 
scant attention to Indonesia, despite the tremendous importance American 
policymakers accorded the archipelago in their postwar strategic and eco- 
nomic considerations.* One would never know from reading the voluminous 
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recent literature on the Kennedy and Johnson administrations and Southeast 
Asia, for example, that until the mid-1960s most officials still considered In- 
donesia of far greater importance than Vietnam and Laos.’ 

Historians who have explored U.S. relations with Indonesia during this 
period have portrayed U.S. policy as basically reactive, focused on short-term 
strategic and political concerns and rooted in bureaucratic conflict. H. W. 
Brands writes that “the importance of Indonesia to the U.S.” in the 1960s 
“did not require explanation” owing to its self-evident strategic and eco- 
nomic significance, as if everyone agreed on what that meant and in what 
context it mattered.!° American policy throughout is attributed primarily to 
strategic concerns that the world’s fifth most populous nation would fall to 
Communism, either boring from within (the PKI) or subverting from with- 
out (the Soviet Union from 1960 to 1963, China from 1964 to 1965), con- 
tentions that are backed up by boxes of National Security Council (NSC) 
and Joint Chiefs of Staff JCS) documents attesting to Washington’s deter- 
mination to prevent Indonesia’s “loss to communism” and encourage its 
“free world orientation.”"! 

Unfortunately, we have yet to answer some of the most basic questions 
confronting Americans and Indonesians during the 1960s. What was the re- 
lationship between Washington’s short-term policy goals for Indonesia and 
its long-term vision for Indonesian political and economic development? 
How were U.S. priorities for Indonesia related to the policies it pursued in 
other parts of the world? How did Indonesians envision their country’s eco- 
nomic and political development, and how did they navigate the difficult 
shoals of great power conflict and the structural limits of their role in the 
world economy? How did the destruction of the Indonesian Communist 
Party and the ascendance of the New Order regime of General Suharto af- 
fect these goals? Perhaps most important for our purposes, how did Wash- 
ington and Jakarta’s commitment to a program of military-led moderniza- 
tion emerge, and what were its long-range implications? Existing accounts 
of U.S.-Indonesian relations obscure or ignore the long-range developmen- 
tal vision inextricably linked to the geopolitical and anti-Communist con- 
cerns articulated by U.S. officials, social scientists, and businessmen and 
many Indonesians throughout the 1960s. That vision held out for Indonesia 
a military-dominated, development-oriented regime integrated into the re- 
gional economy and bound to multilateral institutions. It was a vision firmly 
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embedded in a discourse of modernization, shaping both the ways in which 
USS. officials and their Western and Indonesian counterparts thought about 
Indonesia and the policies they advocated to contain the PKI and lay the 
foundation for Indonesian political and economic development. 

In his magisterial Global Cold War, Odd Arne Westad argues for a basic 
reconceptualization of the dynamics of superpower rivalry in which “the 
most important aspects of the Cold War were neither military nor strategic, 
nor Europe-centered but connected to political and social development in 
the Third World” and the destructive consequences of U.S. and Soviet in- 
tervention there.’ Competing U.S. and Soviet visions of development and 
the programs of military, economic, and technical assistance that purported 
to realize them often constituted the most important forms of intervention. 
In recent years historians have produced a rich literature exploring the role 
that social scientific theories of development and modernization played in 
shaping both U.S. and Soviet foreign policy and the developmental visions 
of people throughout the so-called third world. Modernization theory as a 
social science paradigm emerged out of postwar concerns with the problems 
of development and their significance for the United States and as part of a 
“determined, deliberate drive toward a comprehensive theory of society” 
that would make it possible to better understand and manage social change 
in developing countries.! Its proponents generally held to a few core assump- 
tions: the distinction between traditional and modern societies; the integrated 
and interdependent nature of economic, political, and social change; the uni- 
versality of linear development toward a common modernity; and the con- 
viction that contact with the West could accelerate the progress of develop- 
ing countries.!* 

By the early 1960s modernization theory dominated social science think- 
ing about political and economic development in both the academic and pol- 
icy realms. Modernization theorists drew in expected ways on deeply em- 
bedded discourses that emphasized both the uniqueness and appropriateness 
of America’s developmental model for the rest of the world and the cultural 
superiority of the West in general and the Anglo-Saxon tradition in particu- 
lar. In the case of the United States such ideas also “resonated with previous 
combinations of missionary vision and imperial control,” asserting America’s 
right and ability to transform the underdeveloped world in its image even as 
officials questioned the capacity of non-Western peoples to overcome “Ori- 
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ental fatalism” and other “ancient cultural obstacles” to modernity.’* World 
War II, however, marked a decisive break with these earlier visions, focusing 
the attention of policymakers and social scientists on the development of 
postcolonial nation-states within an integrated world system.'¢ 

But modernization theory was more than a social science paradigm driv- 
ing research agendas and facilitating cozy relationships between scholars 
and the national security state.'’ Michael Latham suggests that moderniza- 
tion was “an ideology, a political instrument, an analytical model, a rhetori- 
cal tool, a cognitive framework, and a system of beliefs”; in short, “an ele- 
ment of American culture.” It was also a discourse in the Foucaultian sense, 
a language of development “bound up with actions, practices, and institu- 
tional networks . . . of power and authority.”!® This discourse identified and 
named “backward” countries according to “universal” and “neutral” criteria 
set out by social scientists, government agencies, and international institu- 
tions such as the IMF, catalogued their shortcomings, and prescribed poli- 
cies and packages of military, economic, and technical assistance to hasten 
their inevitable march toward development and modernity. Policymakers 
held up the U.S. and British experience as universally valid models, ignoring 
their unique historical circumstances and advantages.’ By arguing that all 
countries followed similar paths to development and that the speed with 
which this was accomplished was largely a matter of timing, contact with the 
West, national volition, and cultural differences, the discourse of modern- 
ization also naturalized and dehistoricized economic and political inequality 
on a global scale, wiping out the vastly different colonial experiences, for ex- 
ample, of Korea under the Japanese (where colonialism helped to lay the 
groundwork for late economic development) and Indonesia under the Dutch 
(where it did nothing of the sort).”° The ideology of modernization thus 
conflated the historically contingent roles that states played in regional 
economies and the world system with their stage of development, thereby 
rationalizing the role that U.S. officials thought countries should play in the 
international division of labor with their supposed level of cultural and ma- 
terial advancement.”! 

The architects of U.S. policy toward Indonesia heartily embraced this dis- 
course from the moment of their arrival in Washington.”” The Kennedy ad- 
ministration’s Basic National Security Policy for 1962, for example, analyzed 
USS. policy toward “underdeveloped areas” wholly within the framework of 
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modernization. It urged the creation of comprehensive country plans for de- 
veloping nations with “a clear understanding of the desired pace and direc- 
tion of modernization, based on our objectives and on the limits and possi- 
bilities set by the particular country’s stage of political, social and economic 
development.” By scrutinizing comprehensive national development plans, 
MIT social scientist Paul Rosenstein-Rodan suggested that Washington could 
determine which nations were primed for “take-off” and which were still de- 
veloping the “pre-conditions” for sustained growth, adjusting the type and 
amount of aid accordingly.” 

Although modernization theory as a social science paradigm may have 
originated in the United States in the postwar period, it was part of a larger, 
widely dispersed fabric of thinking about the process of becoming modern, 
the origins of which stretch back to the Enlightenment.”* The ideological 
lure of using state power as an agent for social transformation, however, par- 
ticularly animated early twentieth century development schemes, taking root 
not just in New Deal America in the form of the Tennessee Valley Author- 
ity, but also in the Soviet Union in the form of collectivized agriculture and 
the Virgin Lands scheme, in rural redevelopment plans in francophone West 
Africa, and elsewhere.”> Such schemes resonated in postindependence Indo- 
nesia as well. 

Concerns about modernization and development, terms used inter- 
changeably by U.S. officials, shaped the policies of both the Kennedy and 
Johnson administrations toward the developing world.” In January 1961 So- 
viet premier Nikita Khrushchev famously (if briefly) suggested that Moscow 
would support “wars of national liberation,” and Soviet officials pointed to 
their country’s rapid industrialization as a model for postcolonial states. 
Moreover, Soviet bloc foreign aid and technical assistance expanded dra- 
matically in the late 1950s and early 1960s, targeting countries such as Cuba, 
Indonesia, India, Egypt, and Ghana. Deputy national security adviser Walt 
Rostow, the MIT economist and author of Stages of Growth: A Non-Commu- 
nist Manifesto, warned that unless the United States could respond in kind, 
the Soviets and Chinese would succeed “in projecting an image of commu- 
nism as the most efficient method for modernizing the underdeveloped re- 
gions.” The Cuban revolution added greater urgency to this challenge.”’ 

‘The Kennedy administration responded to these challenges by declaring 
a “Decade of Development,” creating the Agency for International Devel- 
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opment (AID) and initiating programs such as the Alliance for Progress and 
the Peace Corps. Perhaps more important, President Kennedy oversaw a 
worldwide expansion of economic and military assistance and inaugurated a 
global turn toward counterinsurgency, paving the way for the emergence or 
consolidation of military modernizing regimes in Asia, Central and Latin 
America, and the Middle East. The Johnson administration shared its pre- 
decessor’s commitment to these policies, persisting in the belief that U.S. 
military and economic assistance, advice, scientific expertise, technology, 
and culture could decisively shape the economic, political, and social trajec- 
tory of developing nations and speed them along the road to a modernity 
that policymakers defined almost wholly in terms of their own experience. 

U.S. officials during the 1960s viewed these challenges in strongly gen- 
dered terms, as had their predecessors.”* John F. Kennedy arrived in office 
amid a perceived crisis of American masculinity linked to allegations of de- 
clining U.S. power. William Lederer and Eugene Burdick’s best-selling 1958 
novel The Ugly American charged that flabby, effeminate bureaucrats holed 
up in U.S. embassies were losing the Cold War in Southeast Asia to their 
Communist adversaries, who were “out in the villages . . . winning converts 
to their cause” through hard work, sacrifice, and grassroots economic devel- 
opment programs. The Ugly American’ portrayal of the Eisenhower admin- 
istration’s foreign policy, Robert Dean argues, “reflected and embodied ideas 
about foreign aid and counterinsurgency current with Kennedy and many of 
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his advisers,” including skepticism of large-scale aid programs involving 
“military highways, dams, and industrial infrastructure.” Washington’s sup- 
port for counterinsurgency, civic action, and Peace Corps activities in coun- 
tries such as Indonesia during this period can thus be viewed in part as an at- 
tempt to promote modernization using more vigorous, individualistic, and 
masculine aid techniques (the Peace Corps contingent in Indonesia con- 
sisted entirely of physical education instructors, Sargent Shriver explained to 
President Kennedy, in part because “athletics is a matter of national pride 
and importance” to Sukarno).”’ 

Indonesia loomed especially large in Washington’s eyes as one of the few 
countries in the world where U.S. and Soviet officials competed directly for 
influence with military, economic, and technical assistance. U.S. aid policy 
toward Indonesia thus offers a particularly valuable window into the de- 
velopmental model America was offering as an alternative to Communism, 
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Socialism, and state-led industrialization. U.S. officials believed that inte- 
grated programs of technical, military, and economic assistance and multi- 
lateral efforts to stabilize the Indonesian economy, while plugging holes in 
the containment dike being poked by PKI activists and Soviet aid techni- 
cians, could set it on the path to economic rationality, political stability, and 
Western-oriented development. This is the vision that lurked in the back- 
ground of the military and economic aid package that the Kennedy admin- 
istration proposed for Indonesia in late 1962 following the brokered settle- 
ment of the West New Guinea dispute with the Netherlands. But it was a 
contested strategy, vulnerable domestically to congressional and hard-line 
opponents, dependent on the domestic strength of Western-oriented tech- 
nocrats in Indonesia and on Sukarno’s willingness to adopt policies urged 
upon it by the United States and the IMF, and contingent on Washington’s 
allies playing roles that complemented its regional policies. Chief among 
these unforeseen contingencies was Britain’s formation of Malaysia out of 
the remnants of its Southeast Asian empire in the early 1960s—London’s 
own attempt to contain and channel Southeast Asian nationalism and devel- 
opment along acceptable lines. Indonesia’s opposition to Malaysia’s creation in 
the fall of 1963 would lead over the next two years to a major military and po- 
litical confrontation with Malaysia, Britain, and, indirectly, the United States, 
torpedoing the Kennedy administration’s plans and accelerating Jakarta’s 
domestic political polarization and economic collapse in late 1965. In the 
wake of the September 30th Movement, which brought General Suharto to 
power in 1965, however, this modernizing vision reemerged in slightly al- 
tered form to guide policy toward Jakarta as Washington embraced the New 
Order and sought to restore political and economic stability in Indonesia. 

Kennedy’s much-maligned undersecretary of state Chester Bowles deftly 
articulated the broader impulses animating U.S. policy, explaining to Indo- 
nesian president Sukarno in November 1961 that Washington’s goal was to 
develop a “stable group [of] independent Asian nations as [an] offset and 
counter to Chinese Communist power” by creating “an arc of stable and free 
Asian states based on Japan, Indonesia, India and Pakistan” with the United 
States as a “helpful bystander”—in other words, former secretary of state 
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Dean Acheson’s “great crescent.” Bowles drew comparison to the nineteenth- 
century British empire, whose naval fleet shielded American development, 


prompting one of Sukarno’s ministers to urge similar protection for Jakarta, 
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noting that the “British fleet was just like your seventh fleet today.”?° A few 
months later Bowles wrote a “Draft Memorandum on East and Southeast 
Asia,” offering an unusually explicit definition of long-term U.S. goals for 
the region. Casting Washington’s short-term goals in largely strategic terms, 
Bowles argued that over the long term the United States should foster “in- 
creased cooperation among nations of the region” along lines that “must fol- 
low the natural flow of economic utility”: 


In this context, the U.S. role must remain subtle, sophisticated, and unos- 
tentatious. If the fragmentation of free Asia is to be bridged, persistent U.S. 
leverage is essential: leverage toward increased intra-regional trade, increased 
productivity, multinational economic development, regional communica- 
tions arrangements, commodity stabilization plans, and cultural and infor- 
mation exchange. 

Our ultimate aim, however difficult to achieve, must be the gradual eco- 
nomic integration of the free Asian rim land, from Japan and Korea to India 
and Pakistan. In the long run, such integration is the only viable basis for 
increasing political cooperation and for coordinated security planning by 
the free states of the region. 


‘These ambitious goals necessitated a long-term U.S. presence in the region 
as a “military shield for the developing nations of South and Southeast Asia” 
and “as the major outside contributor to technical training, economic plan- 
ning and economic development.”?! Here geopolitical and strategic means 
served world economy ends, a formulation precisely the opposite of most ac- 
counts of U.S.-Indonesian relations.*? This was a mature hegemonic vision 
for the region, gracefully articulating the relationship between power and 
plenty and the role of the United States in exercising that power—the 
gloved hand rather than the mailed fist. 

‘The assumptions underpinning U.S. thinking about Indonesia changed 
remarkably little in the postwar period, tracing ever back to the early post- 
war period and visions of Indonesia’s role in an integrated regional economy 
centered on Japan. Upon coming to office, Kennedy administration policy- 
makers began pushing Japan to develop closer ties to Indonesia and urged 
‘Tokyo to help underwrite development assistance to Jakarta. As the curtain 
rang down on the Sukarno era in 1966, the State Department continued 
pressing Japan to take the lead in organizing multilateral assistance to Jakarta, 
arguing that “the economies of Japan and Indonesia are complementary” 
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even as it concluded that Japanese capital intended to push American oil 
companies out of Indonesia—all while American exporters howled about 
losing markets to Tokyo.** 

Several themes emerge from the account that follows, themes that char- 
acterized U.S. relations with Jakarta through the 1960s and its policy in 
much of the so-called third world during the Cold War.** The first is Wash- 
ington’s near obsessive fear of Communism in Indonesia, a concern that per- 
sisted throughout the period, led U.S. policymakers to substantially exag- 
gerate the likelihood of the Indonesian Communist Party (PKI) coming to 
power, misjudge the balance of Indonesian social forces, and support the 
mass killings of alleged PKI supporters in the months following the Sep- 
tember 30th Movement. The second theme is the Kennedy and Johnson ad- 
ministrations’ commitment to military-led economic and political develop- 
ment, a project that many Indonesian officials also embraced and considered 
synonymous with modernization. This commitment emerged in heightened 
fashion following the destruction of the PKI and General Suharto’s rise to 
power in 1966, but, as we will see, it produced its own contradictions for 
Suharto’s New Order regime. ‘The third theme, which flowed directly from 
Washington’s developmental concerns, is Washington’s consistent support 
for authoritarianism in Indonesia and its reliance on the armed forces as the 
guarantor of economic and political stability, a policy that would guide its re- 
lations with Jakarta for the next thirty years and substantively affect the 
course of Indonesian history. 

Four decades after Suharto came to power, the United States continues to 
intervene politically and militarily in the Islamic world, now under the guise 
of the so-called war on terror and with the goal of “nation building” in 
Afghanistan and Iraq and “democracy promotion” elsewhere in the world. 
And despite endless high-flown rhetoric emanating from the White House 
about its commitment to freedom and democracy, the United States contin- 
ues to align itself with authoritarian regimes and armed forces from the 
Middle East to Southeast Asia, incubating the same forces of political insta- 
bility, corruption, and political Islam that the modernizing New Order regime 
helped to unleash in Indonesia. It is to that story, which also began with 
hopes in Washington and Jakarta for the prospects of democratic develop- 
ment, that I now turn. 


CHAPTER I 


Imagining Indonesian Development 


The only prophet without a significant Indonesian following is probably 
Adam Smith. 
—Max Millikan 


The collapse of Japanese and European colonialism and the rise of revolu- 
tionary nationalist movements in East and Southeast Asia in the 1940s was a 
signal event of twentieth-century international history.' The post-World 
War II attempt by a generation of U.S. and European policymakers to direct 
the inevitable process of decolonization along lines compatible with West- 
ern interests and the efforts of indigenous forces to assert their own visions 
of self-determination helps to explain much of the Cold War in Asia, which 
produced two devastating wars in Korea and Indochina and myriad instances 
of covert intervention. The historical trajectory of Indonesia, then the world’s 
fifth most populous nation and its largest Muslim state, would be decisively 
shaped by these efforts. Since the surrender of Japanese forces in August 1945, 
which ended World War II, U.S. policy toward the former Netherlands East 
Indies has lagged consistently behind the aspirations of its nationalist lead- 
ers to sever the economic, political, and cultural sinews of European colo- 
nialism. Concerned more with the implications of rapid decolonization of 
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Asian empires for Europe and Japan than with the demands for independence 
of anticolonial leaders, the Truman administration initially acquiesced to Dutch 
efforts to reestablish control over their former colonial empire, expressing the 
same ambivalence about the fitness of Indonesians for self-government that 
it did for Vietnam. For three years the United States publicly professed neu- 
trality in Indonesia’s independence struggle while The Hague used lend-lease 
equipment and funds freed up by U.S. Marshall Plan aid to repress Indone- 
sia’s republican forces. Not until the fall of 1948 did Washington decisively 
back Indonesian independence by threatening to withhold military and eco- 
nomic aid after the Netherlands unilaterally violated a U.S.-brokered settle- 
ment. Not only did Dutch military actions threaten the Truman administra- 
tion’s European priorities, but U.S. officials also feared that the anticolonial 
struggle might unleash more radical and less easily controlled forces, such as 
the “emergence of a Pan-Asian bloc, which . . . may follow an independent 
path.”? Equally important, the young republican government demonstrated 
its anti-Communist bona fides to the Truman administration by bloodily 
crushing a PKI uprising in September 1948 in the East Java city of Madiun.? 
While White House officials congratulated themselves for their newfound de- 
votion to Indonesian independence, many Indonesian nationalist leaders re- 
mained profoundly suspicious of both U.S. and Soviet intentions. Washington’s 
near simultaneous decision to back the French effort at colonial reconquest in 
Indochina and continued British control over Malaya—both also challenged 
by radical independence movements—underscored the fragile nature of Wash- 
ington’s support for Asian self-government, as Indonesia’s new leaders readily 
recognized.* 

In the wake of Indonesia’s independence in 1949, U.S. officials and social 
scientists identified the Southeast Asian nation as a linchpin in Washington’s 
strategy of regional economic integration and as a line of containment against 
the expansion of Soviet and later Chinese power. Washington hoped that its 
support for Indonesian independence and the provision of a modest program 
of economic and technical assistance beginning in 1950 would help foster the 
emergence of a representative, capitalist, and pro-Western government.’ The 
vast majority of Indonesians, however, associated Western-style democracy 
and capitalism with colonialism and sought a collectivist, social democratic 
(or even socialist), and indigenously rooted path to political and economic 
development. Sukarno’s articulation of the famous five principles known as 
the Pancasila—national unity, social justice, belief in God, humanitarianism, 
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and democracy—was an imprecise attempt at formulating a distinctly Indo- 
nesian vision of democracy through consensus, as opposed to the “free fight” 
democracy of a competitive parliamentary system.° Mohammed Hatta, Indo- 
nesia’s first vice president and its foremost advocate of a decentralized Indone- 
sian state and a democratic, participatory government, likewise firmly rejected 
Western-style democracy (even as he battled against Sukarno to rescue the 
parliamentary system), arguing in 1956 that “political democracy alone can- 
not bring about equality and fraternity. Political democracy must go hand in 
hand with economic democracy,” a “social democracy covering all phases of 
life.”” Throughout the mid-1950s both visions reflected a fragile optimism 
both within and outside Indonesia over the prospects for democratic devel- 
opment, even if they profoundly differed over the meaning of democracy.® 

The rising strength of the Indonesian Communist Party (PKI) in the 
years after independence, however, tempered such hopes, as did Indonesia’s 
firm commitment to neutralism and national development along lines that 
clashed repeatedly with U.S. goals in the region. Growing U.S. frustration 
with Indonesia mirrored its concerns during the decade over the rise of in- 
digenous radicalism, neutralism, and nationalism throughout the so-called 
third world.’ By the mid-1950s U.S. support for and optimism about the 
prospects for democracy in Indonesia proved to be highly contingent. As in 
countless other nations, Washington began encouraging, alongside technical 
and agricultural assistance, military aid programs that prioritized stability 
over democracy and envisioned U.S.-trained military establishments as van- 
guards of modernization. Indonesia’s abandonment of parliamentary democ- 
racy and the outbreak of a U.S.-backed civil war during the late 1950s marked 
a turning point toward the Indonesian and American embrace of an authori- 
tarian regime as the appropriate vehicle for modernizing the world’s fifth 
largest nation. When the Kennedy administration arrived in Washington in 
1961, visions of military modernization framed the boundaries of American 
and Indonesian thinking about possible paths to the country’s future. 


Imagining Indonesian Development 


Indonesia’s postindependence hopes for political and economic development 
flowed directly from its experience under Dutch colonial rule and the near 
insuperable challenge of creating an integrated nation out of a far-flung, 
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multiethnic archipelago poorly prepared by its former colonial power for in- 
dependence. The bewildering complexity of Indonesian politics in the decade 
after independence, with nationalist, Socialist, Catholic, Communist, and Is- 
lamic parties and organizations offering fundamentally different proposals for 
the nation’s basic political and economic structure, testified to the difficulty of 
constructing a unified nation and political system. The persistence of local 
and regional identities in places such as Aceh as well as Dutch attempts to 
weaken the new republic through federalist schemes exacerbated these chal- 
lenges, leading Sukarno in August 1950 to abandon the federal arrangement 
agreed to in the 1949 Roundtable Conference and guaranteeing conflict be- 
tween the island of Java, with two-thirds of the nation’s population, and the 
rest of the archipelago. Indonesian views on economic development were 
likewise conditioned by the exploitative nature of Dutch colonialism—which 
concentrated much of the economy in foreign hands and oriented it toward 
production of commodities, such as rubber, tin, palm oil, and petroleum, for 
the world market. Consequently, Indonesian nationalists, beginning with the 
country’s first president, Sukarno, hoped to take back control of the economy 
from foreigners and establish a basis for national unity, development, and 
self-sufficiency." 

USS. officials, on the other hand, framed Indonesia’s strategic, economic, 
and political importance squarely in regional terms that flowed from their 
commitment between 1947 and 1950 to seek the reconstruction of Japan, re- 
gional economic integration, and the containment of Communism through- 
out Asia. Dean Acheson’s State Department laid out the goals in a series of 
planning documents, in particular PPS (Policy Planning Staff) Paper 51 and 
NSC 48/2, which called for both the economic integration of Southeast Asia 
through the linkage of its raw materials with Japanese industrial capacity and 
Western access to the region.'! These core commitments, for which con- 
tainment and anti-Communism were the means, not the ends, remained the 
unspoken assumptions guiding U.S. policy toward Indonesia through the end 
of the Sukarno era and indeed throughout the Cold War.” 

Indonesia’s commitment to a nonaligned foreign policy, its pursuit of 
state-led development, and its tolerance of a strong and growing Communist 
party, however, posed profound challenges to U.S. goals that mirrored those 
it faced elsewhere in the developing world. Indonesia’s postindependence 
leaders, committed to a nonaligned foreign policy, “proved resistant, from the 
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first, to American direction and obdurately refused to join the American al- 
liance system or even to accept any American aid that might come with strings 
attached.”!3 Republicans in Washington, who viewed foreign aid as “a global 
extension of the New Deal Programs they loathed,” sought to link such assis- 
tance to pro-U.S. military and economic policies, with predictably counter- 
productive results.!* In 1952 popular outrage at U.S. demands that Indonesia 
sign a mutual security agreement as a condition of receiving U.S. military aid 
brought down the Sukiman cabinet. First the Truman and then the Eisen- 
hower administration tried to cement Jakarta’s ties to the West and to the re- 
gional economy through programs of military, technical, and economic assis- 
tance, only to express exasperation as civilian and military leaders of all stripes 
proved willing to accept aid but unwilling to take sides in the Cold War. 

Sukarno’s hosting of the Bandung conference of nonaligned nations in 
1955 symbolized Indonesia and other postcolonial nations’ determination to 
chart an independent course in foreign affairs and the broader challenge that 
nonalignment posed to both the United States and the Soviet Union. The 
Eisenhower administration initially opposed the convening of the Bandung 
conference (called “a vast illuminated soapbox where the malcontents of the 
world—the black, the yellow, the brown, and even some whites—could have 
their say” by Newsweek) and at turns sought to accommodate itself to or un- 
dermine the efforts of Yugoslavia, India, Egypt, Indonesia, and other nations 
to pursue a neutralist path in the Cold War.'* The Soviet Union, likewise 
initially hostile to nonalignment, under Khrushchev revised Communist de- 
velopment doctrine to account for and appeal to its proponents, developing 
the notion of the “national democratic state” as a way station on the road 
to Socialism. China’s Communist leadership, even as they participated in 
the Bandung meeting, were also unsure of how to relate to neutralist and 
anti-imperialist leaders such as Nehru, Nasser, and Sukarno, who were often 
lukewarm or hostile to domestic Communist parties. Although Mao publicly 
praised Sukarno for his anticolonialism, Deng Xiaoping confessed to Soviet 
ambassador to China Stephan Chervonenko that “the struggle with bour- 
geois figures of this sort is one of the most important problems facing the in- 
ternational communist movement.”!” 

The threat that the U.S. and other Western governments identified at 
Bandung, however, extended beyond the obvious political challenge that 
nonalignment posed to the imperative of Cold War alliance building. In his 
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opening speech to the conference, Sukarno implored, “I beg of you, do not 
think of colonialism only in the classic form which we of Indonesia, and our 
brothers in different parts of Asia and Africa, knew. Colonialism has also its 
modern dress, in the form of economic control, intellectual control, actual 
physical control by a small but alien community within a nation.”!® 

As Sukarno suggested, the creation of the nonaligned movement raised the 
specter of more than just an unprecedented alliance of what American con- 
ference attendee Adam Clayton Powell called “the two billion colored people 
of the earth.”’? U.S. officials also feared that political nonalignment might 
extend to the economic sphere as well, presaging collective attempts at in- 
dependent state-led development, regional trading blocs, or declarations of 
support for Soviet or Chinese models of industrialization. Many neutralist 
leaders embraced socialist ideals, at least rhetorically, and viewed Western- 
style capitalism as an exploitative extension of formal colonialism. Eisenhower 
administration officials could only express relief when the nations attending 
the Bandung meeting seemed to acknowledge their continued dependence 
on foreign investment and technical assistance from the West and refrained 
from explicit calls for autonomist programs of development.”° 


Training for Development 


It was to this challenge of explaining and attempting to direct the scope of 
change in the so-called third world that the U.S. government and a host of 
nonstate and international organizations turned their attention as the Cold 
War solidified. The establishment of area studies programs in the late 1940s 
and early 1950s by a constellation of academic institutions, philanthropic 
foundations, and the U.S. intelligence community was a crucial development 
in the history of American hegemony. Both as intellectual adjuncts to the 
creation of a national security state and as sites for the figurative naming and 
categorization of the world, area studies programs at Harvard, the Univer- 
sity of Chicago, the University of California at Berkeley, MIT, Johns Hop- 
kins University, Cornell University, and elsewhere played a crucial role in 
the construction and dispersal of social scientific thinking about political and 
economic development in the developing world and in the production of 
relevant policy knowledge.”! This was nowhere more true than in Indonesia, 
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where programs funded by the Ford and Rockefeller Foundations, among 
others, shaped both American and Indonesian understandings of the possi- 
bilities and limits of Indonesia’s development. 

The historian Henry Benda in 1964 wrote without exaggeration that “no 
country in Southeast Asia has in postwar years received greater attention, in- 
stitutional support, and dedicated individual scholarship than Indonesia.” 
Much of that attention resulted from a massive outpouring of foundation 
funding for the study of Indonesian politics, economics, and society in the 
years between 1950 and 1964. During this period the Ford and Rockefeller 
Foundations alone disbursed nearly $20 million for education, agriculture, 
medical, and technical assistance in both the United States and Indonesia.”? 
These philanthropic institutions not only facilitated a dramatic expansion of 
social scientific research on Indonesia but also funded participant and edu- 
cational exchange programs for Indonesian technicians, economists, teach- 
ers, agrarian specialists, military personnel, and engineers—what U.S. am- 
bassador to Indonesia from 1958 to 1965 Howard Jones termed a long-term 
“struggle for the Indonesian mind.”’* Ford and Rockefeller Foundation 
funds underwrote the creation of area studies programs in the United States, 
including the Social Science Research Council’s Committee on Comparative 
Politics, which also funded studies of Indonesian politics and economics. 
These efforts intersected with and helped to shape wide-ranging debates 
taking place within Indonesian society during the 1950s over the nature and 
direction of economic and political development, debates that would have 
far-reaching implications. 

‘The Ford Foundation arguably played the most significant (and doubtless 
most well-publicized) role. Ford-funded education training for Indonesian 
social scientists directly shaped Indonesian development thinking.’*> Between 
1956 and 1962 Ford Foundation fellowships, in addition to AID participant 
training programs, provided training for an entire generation of Indonesian 
economists through the creation of a partnership between the University of 
Indonesia and the University of California at Berkeley and the funding of 
graduate economics study at MIT, Cornell University, and other institu- 
tions.”° The young republic’s need for trained economists was acute; in 1956 
only fifteen Indonesians had pursued advanced study. Two years later Ford 
Foundation officials reported that its economics training program had “be- 
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‘The experience of the economist Subroto was illustrative. After Subroto had 
completed a master’s degree in economics at McGill University in 1956, 
Sumitro Djojohadikusomo, dean of the Faculty of Economics at the Uni- 
versity of Indonesia (FEUD, arranged for Subroto to continue graduate work 
at MIT, where he worked with Ben Higgins, Charles Kindleberger, and Paul 
Samuelson studying Indonesia’s terms of trade in primary commodities. A 
year later Subroto returned to teach at FEUI, leaving again in 1960 and 
1961 to study management at Stanford University and business at Harvard, 
both on Ford Foundation fellowships.”* 

Sumitro told officers of the Rockefeller Foundation that his hope was to 
reorganize the Economics Department at the University of Indonesia “along 
American lines” in terms of both research and organization. Sumitro, a for- 
mer minister of trade and minister of finance, was Indonesia’s most promi- 
nent economist, a member of the Indonesian Socialist Party and a leading 
supporter of the PRRI (Revolutionary Government of the Republic of In- 
donesia) rebellions in 1958. Forced into exile in 1957, he maintained close 
ties to the State Department and CIA throughout the Guided Democracy 
period until invited back to Indonesia by Suharto in 1966 following Sukarno’s 
ouster.”? The group of economics professors from the University of Indone- 
sia who surrounded Sumitro, the most significant of whom include Widjojo 
Nitisastro, Mohammed Sadli, Subroto, Ali Wardhana, and Emil Salim, would 
after the fall of Sukarno in 1966 play a crucial role in setting Indonesian eco- 
nomic policy and dismantling the edifice of Sukarno’s Guided Economy, 
prompting radical scholars to dub them the “Berkeley Mafia.”*° U.S. officials 
assiduously cultivated these Western-oriented technocrats, who in the spring 
of 1963 were the chief supporters of an ill-fated attempt by First Minister 
Djuanda to commit Indonesia to an IMF-sponsored program of structural 
adjustment. The State Department’s Policy Planning Council later cited the 
political destruction of these “modernizers” as a major factor in Indonesia’s 
subsequent economic disintegration between 1963 and 1966.°! 

‘The support of the Ford and Rockefeller Foundations for U.S. and Cana- 
dian social scientific research on Indonesia during this period had an equally 
significant impact on American and Indonesian development thinking. Be- 
tween 1952 and 1956 alone the foundations helped fund the establishment of 
the Southeast Asian Studies Center and the Contemporary Indonesia Project 
at Cornell University, Harvard University’s Development Advisory Service, 
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the Southeast Asian Studies Program at the University of California at Berke- 
ley, and the Center for International Studies at MIT:*? The bulk of U.S.- 
based social scientific research on Indonesia during the 1950s and early 1960s 
took place either directly under the auspices of these grants or through foun- 
dation-funded centers for international and area studies.* 

Cornell University’s Modern Indonesia Project and MIT’s Center for In- 
ternational Studies (CENIS) illustrate the central role that such funding 
played in the creation and dissemination of research on Indonesian politics 
and society. As early as 1951, Ford Foundation director Paul Hoffman, the 
former CEO of Studebaker and Marshall Plan administrator, began dis- 
cussing with Economic Cooperation Administration officials the need for 
greater policy-relevant research concerning Indonesia.** A year later the 
Ford Foundation provided funding for the establishment of programs at 
MIT and Cornell, the latter headed by George McT. Kahin, a founder of 
Southeast Asian studies and author of the seminal 1952 book Nationalism and 
Revolution in Indonesia. In 1953 Kahin requested funding for a comprehen- 
sive and interdisciplinary study of contemporary Indonesian political life, in- 
cluding its central and local governments, parliament, labor, youth, mod- 
ernist Muslim organizations, non-Islamic parties, and Indonesian Chinese 
community. An overarching goal of these studies was to achieve a “greater 
understanding of [the] problem of Communism in Indonesia.” The Modern 
Indonesia Project also emphasized the creation of an indigenous social sci- 
entific community, noting that in its first year it had more than doubled the 
number of Indonesians conducting social science research.*® 

MIT’s CENIS, created in 1953 under the leadership of former CIA offi- 
cial Max Millikan, aimed more broadly to serve as an interdisciplinary space 
for the construction of a comprehensive theory of development.’ In 1953 
CENIS director Millikan proposed a three-pronged study of nations at var- 
ious stages of the development process, focusing on Italy, India, and Indo- 
nesia (the last two an early focus of the Soviet Union’s tentative embrace of 
nonaligned states).** The MIT Indonesia project sought, in the words of one 
scholar, “to develop a comprehensive theory of Javanese culture and soci- 
ety,” in part to explain the failure of Indonesia to produce a vibrant entre- 
preneurial class.*? But the project’s goals were as much prescriptive as de- 
scriptive. The CENIS grant proposal for its Indonesia project identified its 
chief goal as determining the country’s “possible alternative courses of future 
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development” and how these could “be affected by the policy and action of the 
governments concerned, the U.S. government and international agencies.”*° 

Beginning in 1953, CENIS supported a team of anthropologists, sociol- 
ogists, economists, communication specialists, and political scientists to con- 
duct research along four major themes in Indonesia: “1) the process of cap- 
ital formation; 2) social aspects of agricultural development; 3) the emergent 
alignment of political forces with special reference to their effect on eco- 
nomic development; [and] 4) sources of political and social disaffection.”*! 
The Indonesia project identified its goals in consultation with the head of 
the National Development Planning Agency (BAPPENAS) of the Indone- 
sian government and the director of the Social Science Department of the 
University of Indonesia. As the Center’s 1954 annual report noted, the ma- 
jor premise underlying its research was that “the major obstacles to Indone- 
sian economic development have to do with the organization of the country’s 
human and natural resources” and not with its historic (and historically con- 
strained) role in the world economy. Explicitly rejecting the development 
framework offered by Indonesian nationalists—pembangunan as nation build- 
ing and the creation of a noncolonial national economy—CENIS scholars 
described the country in classically Ricardian terms of comparative advan- 
tage and asked, “What, in terms of its position in regional and world mar- 
kets, should Indonesia’s pattern of industrialization be?”” 

Over the next ten years the MIT Indonesia project provided some of the 
answers, producing some of the most significant social science research on 
Indonesia in the fields of economics, anthropology, political science, and 
communication studies.*? The research of anthropologist Clifford Geertz, 
doubtless the most famous of the MIT-affiliated scholars, illustrates the ways 
in which the project shaped both popular and official understanding of In- 
donesian culture and the framework within which Americans and Indone- 
sians thought about the country’s development. CENIS director Max Mil- 
likan recruited Geertz, a student of Talcott Parsons, to travel to Indonesia in 
1954. Upon returning to Cambridge, Geertz urged the young anthropolo- 
gist to write a study that would “explain why Java had failed to achieve an 
agricultural evolution that would set the stage for industrialization.”* The 
resulting works, most famously Agricultural Involution, located Indonesia’s 
economic backwardness in the response of colonial-era peasants to exploita- 
tive Dutch agricultural practices.* Rather than provoking a flight of peasants 
to urban areas where they might become fodder for industrialization, Geertz 
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argued, agricultural poverty in Indonesia resulted in more intensive cultivation 
of ever-shrinking plots of land and a downward spiral—his “involution”—of 
overpopulation, technological stagnation, and disempowerment.* 

Although the involution thesis has since come under heavy criticism, it 
carried important implications for U.S. policy in Indonesia and for Indone- 
sian development.*’ In addition to confirming the arguments of moderniza- 
tion theorists that the barriers to Indonesian development were partly cul- 
tural in nature, Geertz’s work buttressed the claims of U.S. policymakers 
that the solution to Indonesia’s agricultural problems lay in educating farm- 
ers in American farming methods, greater technical expertise, and agricul- 
tural mechanization, all of which would gradually push peasants from rural 
areas and toward urban centers where they might provide an industrial 
workforce. The most important example of such thinking was the Interna- 
tional Cooperation Administration— (and later AID-) sponsored agricultural 
extension program linking the University of Kentucky to the Agricultural 
University at Bogor. Between 1957 and 1966 this program brought more 
than 200 Indonesian agricultural experts for study to the United States and 
an equal number of Americans to Indonesia. The goals of U.S. officials, who 
pushed technical training, extension programs, and the capitalization of 
peasant agriculture, clashed directly with those of many Indonesian devel- 
opment planners, who prioritized agricultural self-sufficiency and rural em- 
ployment over technological modernization. Although both Indonesian and 
Americans “shared the important belief that the goal of development was 
transformation to a Western ideal of economic growth and productivity,” 
they differed profoundly in their views on the means to these ends.** More- 
over, by the late 1950s and early 1960s Indonesian officials, frustrated with 
American priorities, could—and did—increasingly turn to the USSR for 
similar forms of assistance. 


The Soviet and Chinese Challenge 


‘The concerns among U.S. officials about Indonesia’s possible drift to the left 
in the 1950s reflected broader anxieties about the Soviet Union’s growing 
focus on the developing world. Following the death of Joseph Stalin, Soviet 
premier Nikita Khrushchev inaugurated a fundamental turn in Soviet for- 
eign policy, including the pursuit of peaceful coexistence with the West, an 
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accommodation to nonalignment, and initiation of expansive programs of 
economic and technical assistance to countries such as Indonesia, India, Egypt, 
and Afghanistan. In addition to denouncing the former dictator’s domestic 
crimes, Khrushchev criticized Stalin for his shortsightedness in seeking rigid 
control over local Communist parties and in failing to actively pursue closer 
relations with newly independent countries where conditions were not imme- 
diately ripe for revolution.” As John Foster Dulles told the National Security 
Council in November 1955, this shift marked the beginning of a Soviet eco- 
nomic and political offensive with grave implications for U.S. interests in the 
third world. Not only did Soviet overtures undermine U.S. attempts to forge 
closer political ties with neutralist states, Dulles argued, but such efforts also 
could fray the trade and military ties that effectively bound developing coun- 
tries to the West.°° 

Between May and October of 1956 Sukarno undertook a series of visits— 
to the United States, much of Western Europe, the Soviet Union, Mongolia, 
Yugoslavia, China, and Czechoslovakia—that highlighted these contrasting 
models of economic development.*! On his May trip to the United States, 
during which the Eisenhower administration pledged $25 million in aid, 
Sukarno offered lavish public praise for American technological and economic 
might, quoting Thomas Jefferson in an address to Congress that received a 
standing ovation and making a favorable impression on the American press. 
Privately, however, the Indonesian president commented that the United States 
had little to offer as a model for a country as poor as Indonesia. In Moscow, 
Sukarno secured a Soviet pledge of $100 million in economic assistance and 
invited Soviet president Kliment Voroshilov to come to Jakarta. (The visit 
inspired the CIA’s famously bungled attempt to create a pornographic film 
showing Sukarno in a compromising position with a Russian stewardess. The 
shapely blond had been seen with Sukarno on his visit to Moscow and ac- 
companied Voroshilov to Jakarta.)*? In a 1957 meeting of the CPSU Central 
Committee, Plenum Deputy Premier Anastas Mikoyan argued that although 
Sukarno and other non-Communist leaders were “bourgeois nationalists,” 
closer political and economic ties to nonaligned states such as Indonesia cre- 
ated opportunities for “undermin[ing] the influence of the imperialist pow- 
ers on the countries of Asia.”*? 

USS. officials and social scientists largely agreed with Mikoyan’s assess- 
ment, if not his choice of words. The Soviet—and later Chinese—challenge 
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was always as much economic as it was political and military. Indeed, in the 
late 1950s “the Soviet Union seemed to possess a number of distinct advan- 
tages over the West,” which had little to do with its military capabilities, “in 
any competition for the loyalties of the emerging postcolonial societies of 
Asia and Africa.”°* One was political, stemming from the Soviet Union’s op- 
position to colonialism (outside Eastern Europe) and in favor of civil rights 
for nonwhite peoples, a stance that appealed to anticolonial nationalists and 
radicals throughout the developing world. The U.S. practice of racial apart- 
heid at home, the AFL-CIO’s representative in Indonesia wrote to George 
Meany, was “withering the reputation of the USA citizens and government 
here in Southeast Asia.” Moreover, from Southeast Asia to southern Africa, 
Washington’s political and military alliances with both current and former 
European colonial powers made the task of winning the support of post- 
colonial states immeasurably more difficult.*° 

No issue highlighted this dilemma more than West New Guinea. The 
Dutch had administered West New Guinea as part of the Netherlands East 
Indies, but in the 1949 Round Table Agreement that gave Indonesia its in- 
dependence, The Hague insisted on retaining control. Indonesian officials 
thought Netherlands officials would complete the transfer of West New 
Guinea to the Republic of Indonesia once the political situation was more 
amenable.°® The Dutch had other ideas. After repeated talks and appeals to 
the United Nations failed, Indonesia in 1957 seized Dutch economic assets, 
expelled Dutch citizens, and three years later severed relations. The take- 
over of Dutch assets carried tremendous implications for Indonesia’s inter- 
nal balance of power, its development prospects, and its foreign relations. 
‘The Indonesian armed forces quickly assumed supervision of formerly Dutch- 
controlled extractive and manufacturing enterprises, securing an indepen- 
dent revenue base, increasing their political power, and bringing them into 
direct conflict with organized plantation and oil field workers.°’ The United 
States, which pledged neutrality and abstained on U.N. resolutions con- 
cerning West New Guinea, incurred the wrath of Indonesian nationalists. 
Not so the Soviets, who, like the PKI, emerged after 1957 as a loud and per- 
sistent defender of Indonesia’s position.*® 

Perhaps more important than their anticolonial rhetoric, Soviet officials 
pointed to their country’s experience with rapid industrialization as a model for 
developing nations to follow. This appeal only grew as the leaders of almost 
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all newly independent nations faced enormous pressure to rapidly increase 
the standard of living of their populations and enormous obstacles in achiev- 
ing these goals, because their position in the world economy, rapid demo- 
graphic changes, and colonial developmental schemes oriented them toward 
export-oriented growth on the basis of raw materials production for the 
West rather than industrialization. U.S. officials and modernization theorists 
performed impressive acts of intellectual gymnastics trying to criticize the 
legacy of European colonialism while advocating development plans that 
continued colonial trade structures. Max Millikan wrote to the Ford Foun- 
dation that “in view of the great importance to the United States and the 
Western World of adequate supplies of relatively inexpensive raw materials, 
ways must be found to make continued high-level raw material output con- 
sistent with the economic development of the producing countries.”*° By the 
early 1950s, however, the rising expectations for economic growth in the de- 
veloping world were being dashed by the failure of foreign investment to 
materialize and by declining terms of trade in these same raw materials, in- 
creasing the appeal of statist solutions. 

Indonesia’s experience highlights the challenge that many other nations 
faced in squaring this circle. Before World War I Dutch colonial policy ac- 
celerated Indonesia’s integration with world markets but retarded the cre- 
ation of an integrated national economy and failed to lay the foundation for 
industrialization. At independence Indonesia depended for foreign exchange 
on exports of oil, rubber, palm oil, tin, copra, and other commodities largely 
produced on Dutch-, British-, and American-owned estates, which had “few 
linkages with the surrounding economies.” For government revenue Indone- 
sia relied not on a base of taxpayers but on royalties and import duties. The 
new nation chafed under the burden of a heavy debt and suffered from severe 
shortages of capital, technology, managers, economists, skilled labor, and in- 
dustrial production for local use. Beginning in the 1950s Indonesia also faced 
declining prices for tin (in part the result of U.S. strategic stockpiling poli- 
cies) and rubber (because of the increasing market share of synthetics and 
poor replanting practices), leading to chronic foreign exchange shortfalls and 
balance of payments deficits, which exacerbated the difficulties of capital ac- 
cumulation and increased tensions with the Eisenhower administration.*! 

Many Indonesians viewed this colonial legacy as an indictment of Western- 
style capitalism and as an argument for relying on the state, rather than pri- 
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vate capital, as the engine of economic development. Indonesia’s first prime 
minister, Sutan Sjahrir, expressed beliefs held throughout much of the de- 
veloping world when he wrote in 1956 that “nationalism in Indonesia is 
anti-capitalist—largely because capitalism here is Western, and, specifically, 
Dutch.” Although in agreement on basic principles, Indonesian elites shared 
no consensus on whether to pursue an independent developmental path or 
seek integration with the world economy, “whether or to what extent... 
to rely on foreign experts, foreign aid, and foreign investment,” and how to 
square demands for social justice and national development with the eco- 
nomic realities of its peripheral status in the world system.” 

Little wonder, then, that like many developing nations Indonesia looked 
with interest to the Soviet Union as a possible model for economic devel- 
opment.“ Even Western observers admired the Soviet Union’s economic 
achievements, rationalizing the unimaginable human cost of its rapid devel- 
opment model with the same tropes of Russian backwardness and passivity 
that marked postwar discussion of the obstacles to modernization in Asia.® 
‘The Soviet Union’s achievement of rapid industrialization in a single gener- 
ation, its emphasis on heavy industrialization, the prominence of state plan- 
ning—all carried great appeal to nationalist leaders who sought to rapidly 
cast off the burdens of colonialism and modernize economy and society. Soviet 
technological advances in the 1950s—in particular the explosion of a hydrogen 
bomb in August 1953 and the launching of Sputnik in 1957—-suggested that 
the socialist state was rapidly catching up to the capitalist West. Upon his re- 
turn from a March 1960 visit to India, Burma, Indonesia, and Afghanistan, 
Nikita S. Khrushchev remarked approvingly to a crowd in Moscow: 


The American Senators say with alarm that the strengthening of the Soviet 
Union’s economic strength will permit it to expand aid on easy terms to the 
underdeveloped countries. Noting that the Soviet Union is an example of 
rapid industrialization for these underdeveloped countries, the Senators 
write that the exchange of technical specialists, economic aid, trade oppor- 
tunities, the growing prestige and strength of the Soviet Union, the Sputnik 
and Lunik—all these factors strengthen the impression that the Soviets rep- 
resent the future. Again, not badly put.” 


Besides the USSR’s actual achievements, Soviet officials’ confidence raised 
concerns among U.S. policymakers about the vitality and relevance of the U.S. 
model of development for the third world and for Indonesia in particular. As 
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Max Millikan ruefully noted, “The only prophet without a significant Indo- 
nesian following is probably Adam Smith.” 

China’s adoption of a rapid industrialization model potentially posed even 
greater challenges, given the similarities it shared with other newly indepen- 
dent Asian nations seeking accelerated economic growth. Western officials 
and scholars in the 1950s paid insufficient attention to Indonesian percep- 
tions of China as a possible development model, although many Indonesians 
viewed China’s experience with foreign domination and revolution and its 
rapid industrialization as an inspiration—even if many rejected its Commu- 
nist form.” Following his 1956 trips to Moscow and Beijing, Sukarno ex- 
pressed “ready acceptance” of the “apparent achievements, especially mate- 
rial, under Communist rule,” as did a wide range of Indonesian observers. 
Vice President Hatta remarked after a three-week visit to China in 1957, 
“What we have seen in the past ten days is very amazing and exciting. Amaz- 
ing, because everywhere we saw people were energetically working for de- 
velopment. New factories, which had not existed before and had not even 
been thought about by the old government, were emerging all over the 
place.””° In February 1959 the PKI held a major economic seminar which 
concluded that “the state sector should be given the prime role in trans- 
forming the country from a backward, agricultural, export-oriented econ- 
omy into an advanced, industrialized, balanced economy.” Like nationalists 
in India, many Indonesians viewed the lessons that the United States, the 
USSR, or China might offer in economic terms—shearing modernization of 
its political content in ways that baffled officials in Washington.’' Western- 
trained Indonesian technocrats and economists readily accepted Soviet tech- 
nical assistance, adopted a Soviet-style five-year development plan in 1957, 
written with the help of Canadian development economist Ben Higgens— 
who from 1955 to 1957 headed CENIS’s Indonesia Project—and incorpo- 
rated large-scale industrial projects into national development schemes.” 

Mirroring their U.S. counterparts, Soviet social scientists paved the way 
in advocating comprehensive development and technical assistance pro- 
grams to the third world, believing that ascendant elite groups, such as stu- 
dents, technocrats, and the armed forces, would be open to Communist 
ideas.”? As Michael Adas has demonstrated, both the United States and the 
USSR, despite their many differences, “tended to favor development assis- 
tance that promoted industrialization and large scale infrastructural projects, 


IMAGINING INDONESIAN DEVELOPMENT 29 


including hydroelectric dams and transportation systems.”’* Between 1956 
and 1964 Soviet and Eastern European development assistance to Indonesia 
averaged more than $120 million per year; heavy industrialization and in- 
frastructure development were emphasized: chemical, cement, and textile 
plants; iron, steel, and nonferrous metal factories such as the Cilegon steel- 
work; road building, mechanized agriculture, and atomic power; and massive 
irrigation projects such as the Asahan Hydroelectric project. During the 
same period thousands of Indonesians received technical training in the 
USSR and Eastern Europe, and more than 2,000 Soviet and East European 
technical and agricultural advisers served in Indonesia.” Yet even as Indone- 
sian technicians and economists welcomed Soviet bloc assistance, they re- 
jected Soviet advice that conflicted with the government’s need to mobilize 
mass political support for development goals.”° Sukarno viewed China’s 
achievements primarily in ideological terms, concluding that Mao’s success 
stemmed not so much from long-range industrial planning as from mass 
mobilization and a relentless emphasis on national unity, and he specifically 
rejected Chinese political doctrine as inappropriate to Indonesia’s situation. 
Economist Sarbini Sumawinata, although a proponent of what would later 
be called the developmental state model of Asian industrialization, likewise 
criticized development plans from the Soviet Union that called for austerity 
in basic consumption at the expense of mass support (just as many Indone- 
sians would in 1963 reject similar calls for austerity by the IMF). He argued 
that “the implementation of the socialist system such as being held in the 
Soviet Union and China does not present an improvement to the capitalist 
system.”77 

The Eisenhower administration attempted to counter the Soviet Union’s 
appeal in Indonesia not just through technical and economic assistance but 
also through a massive cultural diplomacy initiative by the U.S. Information 
Agency (USIA) and, covertly, through the CIA-funded Congress for Cultural 
Freedom. Utilizing the Voice of America, pamphlets, books, newspapers, 
movies and magazines, the USIA campaign stressed the superiority of Amer- 
ican-style liberal capitalism and democracy and U.S. goals for the region of 
liberal modernization and anti-Communism. In 1953 alone, U.S. embassy of- 
ficials estimated that 10 million Indonesians saw American films screened 
from the back of USIA trucks traveling around the country. The Congress 
for Cultural Freedom published and distributed Indonesian translations of 
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George Orwell’s Animal Farm, Miliovan Djilas’s New Class, and the famous 
collection of anti-Communist essays The God That Failed. The Congress 
even helped fund the publication of Indonesian writer Mochtar Lubis’s novel 
Senja di Jakarta (Twilight in Jakarta), which it viewed as antitotalitarian in 
tone.”* The USIA and the Ford and Rockefeller Foundations provided tens 
of thousands of fiction and nonfiction books, especially foundational texts in 
social science and comparative politics, to reading rooms, libraries, and uni- 
versities around the country. Between 1951 and 1955 nearly goo Indonesians 
in all fields of study traveled to the United States on publicly and privately 
funded grant initiatives for technical training.” In addition, the U.S. gov- 
ernment, the Ford Foundation, and the AFL-CIO devoted substantial re- 
sources to funding and training rivals to Communist-affiliated labor federa- 
tions, promoting depoliticized bread-and-butter trade unionism and seeking 
to split the labor movement off from Sukarno.” 

Indonesians viewed the U.S. culture to which they were exposed with a 
mixture of wonder at the country’s seemingly inexhaustible material wealth 
and resentment of its power and seeming spiritual shallowness. British and 
Dutch officials criticized the U.S. campaign as insulting and counterproduc- 
tive, and Indonesian officials feared that U.S. propaganda would create un- 
reasonable expectations for the possibilities of mass consumption in one of 
Asia’s poorest nations. Fascinated Indonesians, meanwhile, paid up to $20 on 
the black market—an extraordinary sum in 1955—for Sears catalogs with 
their cornucopia of consumer goods on display. Yet among Indonesian na- 
tionalists in 1955 the U.S. image in Indonesia was “hardly a positive one: an 
economic and military superpower eager to lure Indonesia into the camp of 
the ‘free world,’ . . .a culture symbolized by big black cars, Western movies, 
and greediness, and a society characterized by segregation and racism.”*! 
Moreover, President Eisenhower himself recognized the inapplicability of 
the U.S. development model to Indonesia, telling the NSC that he was un- 
perturbed by the thought of Indonesia taking a socialist road, declaring that 
“there was obviously no basis in Indonesia . . . for a free enterprise economy 
such as that of the United States.”” 
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Toward the PRRI Revolts 


Indonesia’s long authoritarian period—which began in the late 1950s with the 
inauguration of Sukarno’s Guided Democracy and lasted through Suharto’s 
New Order regime until his ouster in1g98—has tended to obscure in both 
national memory and historiography a simple fact. From 1949 until 1957 In- 
donesia was a thriving parliamentary democracy, the collapse of which was 
hardly an inevitable tale of declension, as later observers seem to suggest.*? 
‘Through the mid-1950s the public and official discourse in the United States 
on Indonesian development reflected this fact and operated within an ideo- 
logical framework that stressed optimism about the prospects for modern- 
ization along parliamentary, democratic, and technocratic lines, as did analy- 
ses of development in postcolonial states more generally. Many scholars have 
argued that modernization theorists “always subordinated” democracy to 
concerns about stability, even during the 1950s.** Yet the U.S. and Indone- 
sian commitment to military modernization did not emerge until late in the 
decade, and the evidence is persuasive that belief in the possibilities for de- 
mocratic development was genuine. In its 1953 grant proposal to the Ford 
Foundation for an Indonesia field project, CENIS officials identified as their 
chief objective determining which “programs and policies in the United 
States .. . will do most to encourage economic growth on the basis of ex- 
panding, rather than contracting, democratic foundations.”® Benedict An- 
derson argues that in the years following Indonesia’s independence, Western 
scholars—most funded by the Ford Foundation—generally hewed to a per- 
spective popularized by George McT. Kahin that suggested that “Indonesian 
nationalism was a historically determined and progressive force moving In- 
donesia away from colonial authoritarianism and exploitation and toward a 
liberal constitutional order’** As late as August 1956 the Eisenhower ad- 
ministration’s National Intelligence Estimate for Indonesia concluded that 
“the prospects appear moderately favorable that Indonesia will continue to 
advance slowly in the direction of a modern democratic state over the next 
few years.”*’ 

U.S. optimism, however, was tenuous. The rising power of the PKI con- 
vinced many officials that democracy was incompatible with Indonesian po- 
litical realities, a conclusion that many Indonesians—led by Sukarno and the 
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armed forces—were coming to at the same time, although often for differ- 
ent reasons. Indonesia’s landmark 1955 parliamentary elections, in which the 
PKI emerged as the nation’s fourth largest party with 16.4 percent of the 
vote, raised red flags in Washington, which had attempted to ensure the vic- 
tory of the moderate Masjumi Party with an infusion of up to $1 million. 
When the PKI improved its position further in local elections in 195 7—tak- 
ing nearly 30 percent of the vote in Java and displacing the Indonesian Na- 
tionalist Party (PNI) as the largest party in Yogyakarta—Secretary of State 
John Foster Dulles, CIA Director Allen Dulles, and U.S. Ambassador Hugh 
Cumming began waving those red flags.** Between 1954 and 1959 party 
membership grew from less than 200,000 to more than 1.5 million, with at- 
tendant gains in youth, women’s, labor, and other affiliated organizations. 
Vice President Richard Nixon echoed the sentiment of many Eisenhower 
administration officials in late 1956 when he opined that “Sukarno was prob- 
ably right in believing that a democratic government was not the best kind 
for Indonesia” because “the Communists could probably not be beaten in 
election campaigns because they were so well organized.”*? The United 
States would support democracy in Indonesia only if it resulted in the elec- 
tion of non- or anti-Communist forces. 

As fears about the rising threat of the PKI increased, U.S. officials natu- 
rally looked to the armed forces as a counterweight. The Pentagon estab- 
lished links with the Indonesian military as early as 1948 and in August 1950 
began training and assistance to Indonesia’s fledgling police force. Training 
for Indonesian army officers, especially at U.S. service schools, assumed 
even greater importance as a means of transmitting ideas and influence. By 
January 1956 Hugh Cumming reported without exaggeration that “all lines 
of command in the Army now flowed through officers who had been trained 
in the United States.”” A decade later approximately 2,800 members of In- 
donesia’s officer corps had received training at U.S. service schools, many at 
the General Command and Staff College (GCSC), which imparted both 
modern operational doctrines and loyalty to the United States. General 
Yani, who attended the GCSC from 1955 to 1956, consciously patterned the 
Indonesian military academy at Magelang after the U.S. military academy at 
West Point. Army Chief of Staff General Nasution, who formulated Indo- 
nesia’s doctrine of territorial management and warfare, told the U.S. em- 
bassy of his plans to use U.S. Army and West Point training manuals at the 
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national military academy.”! Former U.S. military attaché Willis Ethel re- 
called that the “Staff college in Bandung used our manuals. We sent people 
here to service schools . . . they’d go back loaded with all sorts of material 
and tried to run the staff college pretty much as they’d run Leavenworth.”” 
U.S. military training and assistance also reinforced the proclivity of Indone- 
sian armed forces officers to envision themselves as guardians of political or- 
der, an institutional identity dating back to Indonesia’s independence struggle 
and growing in rough proportion to their perceived declining power under 
parliamentary rule. 

By the end of 1956 Secretary of State Dulles and his brother, CIA Direc- 
tor Allen Dulles, were convinced that Indonesia’s government and military 
were falling under the influence of the PKI. In the fall of 1957 rebel officers, 
backed by regional political parties and religious groups such as the Masjumi, 
began to set up local revolutionary councils. Administration officials—fueled 
by generally inaccurate intelligence reports from the CIA—decided to aid 
regional military officers alienated by the centralization of wealth and power 
in Java and the republic’s excessive bureaucracy, corruption, and economic 
neglect of the outer islands. In February 1958 these dissident officers formed 
the Revolutionary Government of the Republic of Indonesia (Pemerintah 
Revolusioner Republik Indonesia, or PRRD), igniting a brief but fierce civil war. 
In response, Sukarno proclaimed martial law with broad support from Ja- 
vanese military officers and brought an end to Indonesia’s system of parlia- 
mentary democracy, centralizing power more firmly in Java and replacing it 
with a system he called Guided Democracy.” Indonesian troops, under the 
command of General Nasution and loyal to Sukarno, crushed the rebellion 
by June, although isolated rebel units continued to resist the central govern- 
ment in Jakarta for nearly two more years. 

In the fall of 1957 the Eisenhower administration launched one of the 
largest and most disastrous covert operations of the Cold War, providing mil- 
lions of dollars in covert funds and modern weapons to the dissident colonels 
leading the regional rebellions. In an operation hidden from the State De- 
partment’s own ambassador to Jakarta, the CIA sought to reverse Indonesia’s 
supposed leftward drift by either weakening or overthrowing Sukarno, check- 
ing the power of Java-based units of the military and the PKI, or even forcibly 
breaking up Indonesia to preserve Western access to resource-rich western 
Sumatra. In January 1958 the Eisenhower administration intervened directly 
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by providing air cover to rebel military units and positioning U.S. naval ves- 
sels for possible intervention in Sumatra. In addition, U.S. forces and PRRI 
rebels operated freely from the British base complex in Singapore and trained 
at U.S. facilities throughout the region, including Taiwan, Guam, and the 
Philippines.** 

Administration officials publicly insisted that the PRRI rebels were operat- 
ing on their own, a convenient fiction in Washington that no one in Indonesia 
took seriously. U.S. support could no longer be denied, however, after CIA 
pilot Allen Pope was shot down and captured in April 1958. It soon became 
clear that Washington’s allies were heading toward disaster and that the United 
States had made a terrible miscalculation. The Soviet Union, which backed 
Sukarno and the central government throughout the civil war, launched a ma- 
jor program of military and economic assistance in its wake, totaling nearly 
$750 million. Between 1956 and 1962, when deliveries peaked, Moscow pro- 
vided Indonesia with hundreds of tanks, armored personnel carriers, artillery 
pieces and guided missiles, 170 jets and fighter-bombers, and most of the 
ships in the Indonesian navy. Soviet military aid significantly strengthened 
Moscow’s position among the navy, air force, and Java-based army officers 
such as General Nasution, who long after remained suspicious of the United 
States for backing the PRRI.** Eisenhower administration officials were forced 
to admit what newly installed ambassador Howard Jones had been arguing 
all along, that the United States was fueling a civil war between two anti- 
Communist factions of the same military. In May 1958 the White House 
abruptly resumed military aid to the government it had been seeking to 
overthrow, as Secretary of State John Foster Dulles and others expressed dis- 
may at the role Soviet weapons had played in the rebels’ ignominious defeat. 

Washington’s involvement in Indonesia’s civil war left deep scars on its re- 
lationship with Jakarta. But U.S. officials just a few years later could not 
imagine why Indonesians—after thousands of their countrymen had died in 
a U.S.-backed civil war—might still harbor anger or mistrust their inten- 
tions, a startling myopia. The U.S. embassy in Jakarta reported in late 1960 
that Sukarno “is still suffering from the misapprehension [that the] U.S. is 
gunning for him.” Paranoia, apparently, was the only possible explanation, a 
view shared by Lucian Pye, who viewed anti-Americanism in postcolonial 
states as a form of psychological pathology.’ The episode, and Washington’s 
unwillingness to acknowledge its lingering effects, offered stark confirma- 
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tion of Marilyn Young’s observation that U.S. officials during the Cold War 
were often “able to operate without awareness of the way in which even mi- 
nor exercises of U.S. power affect[ed] the lives of others; sometimes without 
even remembering that anything happened at all.”*” 

Unsurprisingly, the PKI emerged from the rebellions with its strength and 
nationalist credentials enhanced. The British Commissioner General’s Office 
in Singapore observed in April 1958 that “if an election were held now the 
PKI would be returned as the largest single party.”** Beginning in 1960 and 
periodically thereafter, Sukarno would call for a NASAKOM cabinet repre- 
senting the central tendencies of Indonesian political culture—nationalism, 
religion, and Communism (Nasionalis, Agama, and Komunis). Anti-Communist 
parties, such as the Muslim Masjumi and the PNI, which supported the rebels, 
on the other hand, lost much of their power. The political fallout from the 
civil war left the country bereft of organizations that might stand as a coun- 
terweight to either the PKI or the military, laying the foundation for the ter- 
rible bloodletting of late 1965. The army also strengthened its political clout, 
using its powers under martial law to entrench itself in important ministries 
and to take over management of formerly Dutch-owned enterprises, a move 
with decisive implications for Indonesia’s development strategy.” 

The year 1959 saw military takeovers in a number of nonaligned coun- 
tries, including Indonesia’s neighbors Thailand and Burma as well as Iraq, 
Pakistan, and Sudan. The trend toward political authoritarianism and eco- 
nomic statism suggested to U.S. officials that the postcolonial world was 
abandoning democracy—and if Indonesia was any guide, this might not be 
unwelcome. In response the State Department prepared a major study which 
observed that “political and economic authoritarianism prevails throughout 
the underdeveloped world” and argued that this offered “certain short-run 
advantages to the United States.” The recent history of Latin America, the 
study claimed, “indicates that authoritarianism is required to lead backward 
societies through their socio-economic revolutions. . . . The trend toward 
military authoritarianism will accelerate as developmental problems become 
more acute and the facades of democracy left by the colonial powers prove 
inadequate to the immediate tasks.”'°’ On June 18 the National Security 
Council met to discuss the report, which President Eisenhower declared as 
“the finest .. . he had ever heard given before the National Security Coun- 
cil.” Secretary of Defense Neil McElroy concurred, offering that “in these 
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backward societies, it was desirable to encourage the military to stabilize a 
conservative system” and pointing to General Nasution in Indonesia as an 
example of the sort of anti-Communist military leaders the United States 
ought to be backing.” 

Defense Secretary McElroy’s support for military rule in Indonesia, com- 
ing just months after Washington’s disastrous intervention in the country’s 
civil war, was symptomatic of a broader shift by the Eisenhower administra- 
tion in favor of military dictatorships in the third world. The decline of par- 
liamentary democracy in Indonesia now made nationalism and democracy 
seem antagonistic. U.S. officials and social scientists writing about Indone- 
sia correspondingly focused increased attention on the Indonesian military 
as a modernizing force and less attention on prospects for a return to democ- 
racy. Washington now began to view the armed forces as they viewed them- 
selves: as a bulwark against the PKI’s rise to power that could play a leading 
role in laying the groundwork for economic and political modernization. 


CHAPTER 2 


The Kennedy Administration Confronts Indonesia 


While the incoming Kennedy administration scoured Harvard Yard in De- 
cember 1960 for what David Halberstam later termed the “best and the bright- 
est,” the National Security Council surveyed Indonesia in a major analysis, 
NSC 6023, that would guide Washington’s thinking for the next five years. 
In the wake of the PRRI rebellions, the Soviet Union had emerged as Indo- 
nesia’s single largest aid donor and military supplier. The Indonesian econ- 
omy was in a shambles, U.S. prestige in the country was at a nadir, and pro- 
USS. political and military forces were banned, in exile, or on the defensive.' 
Howard Jones warned that the United States faced a far narrower range of 
choices than just two years earlier: “to match or surpass Soviet offers; to de- 
cide Indo is not worth saving for the free world, abandoning Indo to the 
Communist bloc; or to continue a moderate program of economic and mil- 
itary assistance sufficient to bolster our friends.” To Jones, only the last al- 
ternative offered any hope of preserving U.S. interests in Indonesia and in 
the region.’ 
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‘The NSC warned of the dangers the United States faced from increased 
Sino-Soviet economic and military assistance to Indonesia and especially from 
the PKI, which was “unique among Indonesian political parties in its disci- 
pline, unity of purpose, and command of the techniques of political action.” 
Ironically, the PKI was also perhaps the most modern of Indonesia’s mod- 
ernizing forces; its members were “the only men here who frankly admire 
American efficiency and have attempted to inculcate it into their cadres,” 
journalist Neil Sheehan observed. The NSC lamented that “open measures 
of repression against the PKI .. . are difficult to justify on internal political 
grounds,” given its relatively moderate political program. The party, now 
firmly ensconced as defenders of Guided Democracy and national unity, stood 
in marked contrast to the “internecine quarrels, venality and incompetence” of 
the non-Communist organizations.’ 

More than its predecessors, NSC 6023 emphasized the link between eco- 
nomic crisis and political instability, noting that anti-Communism alone 
served as an insufficient guide to policy. “Ultimately,” the NSC argued, “ac- 
tions to defeat communism in Indonesia must be supplementary to long- 
range effective programs to improve the living standards of the masses” and 
must solve Indonesia’s “serious economic and social problems.” In the short 
term, however, containing or rolling back the PKI remained a major priority. 
The NSC thus recommended employing “all feasible means, including .. . 
the use of U.S. armed force if necessary and appropriate,” to prevent Indone- 
sia from falling under Communist control. Priority was to be given to “pro- 
grams and projects which offer opportunities to isolate the PKI, drive it into 
positions of open opposition to the Indonesian government, thereby creat- 
ing grounds for repressive measures politically justifiable in terms of Indo- 
nesian national self-interest.”* Ambassador Howard Palfrey Jones similarly 
urged “preparation for [a] possible major psychological war campaign coor- 
dinating covert and overt resources when [the] proper climate can be devel- 
oped,” a portentous mouthful considering Washington’s recent covert oper- 
ations.’ The implications here were straightforward. Just two years after its 
disastrous covert intervention in Indonesia, the United States committed it- 
self to provoking a clash between the army and the PKI, on the presumption 
that the army would emerge victorious over its well-organized but unarmed 
and basically defenseless opponent. Once the PKI was eliminated as a threat, 
a military-led regime could hopefully lay the groundwork for economic de- 
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velopment that U.S. officials believed was Indonesia’s best hope for long- 
term economic and political stability. 

Howard Jones believed that John F. Kennedy’s arrival provided an open- 
ing for the improvement of U.S.-Indonesian relations and the realization of 
these goals. Unlike Kennedy’s predecessor, Jones thought, the new president 
was less reflexively anti-Communist, seemed better to understand the force 
of third world nationalism, and was more likely to deal constructively with 
nonaligned nations.° The “time has come,” he wrote the State Department, 
“when U.S. interests demand a reassessment of the situation in Indonesia” 
and consequently of U.S. policy. The current diplomatic and economic of- 
fensive by the Soviet Union and China required the United States to seize 
the initiative and undertake a “positive program” if it was to prevent Indo- 
nesia from falling under Communist control.’ Like embassies in many coun- 
tries, the U.S. mission in Jakarta bemoaned Washington’s unwillingness to 
engage in the sort of comprehensive, multiyear planning and diplomacy that 
marked Soviet aid policy in the developing world. A year earlier Max Millikan 
and Donald Blackmer of CENIS published a report at the request of the 
Senate Foreign Relations Committee that reached similar conclusions and 
called for long-term integrated planning for the underdeveloped world.’ Am- 
bassador Jones now called for the same, believing that Kennedy stood a good 
chance of reversing the decline in U.S.-Indonesian relations. Sukarno, like 
many Indonesians, viewed the young president as an opponent of colonial- 
ism, having read the then-senator’s June 1956 denunciation of French colo- 
nial rule in Algeria.’ In January 1961 Jones urged the president to invite 
Sukarno to Washington for an official visit, hoping that the trip would build 
a personal rapport between the two leaders. The new secretary of state, Dean 
Rusk, agreed, observing that, however loathsome, the Indonesian president 
was “in nearly absolute control of Indonesia’s destiny for the time being.”!” 

Sukarno promptly accepted the White House’s invitation and announced 
he would come to Washington in early April—just ten weeks away. The scram- 
ble to prepare for the Indonesian president’s visit highlighted deep divides 
within the Kennedy administration over its strategy for Indonesia." Scholars 
have characterized the divides over Indonesia policy during the early 1960s 
as between those who were “accommodationist” and favored working with 
Sukarno and those who were “hard-line” and favored isolating Sukarno or even 
seeking his overthrow and replacement by a military regime. But bureaucratic 
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and factional debates over Indonesia tapped into broader policy currents— 
identified by Bruce Cumings as nationalist and internationalist—that de- 
fined basic cleavages in U.S. foreign policy in the postwar period. The in- 
ternationalist current characterized those who stood for a regulated, open 
world economy and a wide-ranging U.S. hegemony seeking to ensure global 
order through collective security and multilateralism.” Its staunchest sup- 


» 


porters included members of Thomas Ferguson’s “hegemonic bloc” of high- 
tech, competitive, multinational industries, banks, and law firms; in the early 
1960s these organizations advocated expansive foreign aid programs to build 
the human capacity and social infrastructure for development and foreign 
investment in the third world. Nationalists, in contrast, tended to support 
mercantilist forms of political economy, opposed collective security arrange- 
ments and multilateralism in favor of the unilateral projection of American 
economic and military power, and advocated the rollback rather than the 
containment of Communism. This current found some of its strongest sup- 
port among declining industries and local or national firms that feared for- 
eign competition and multinational rivals; its advocates emerged as some of 
the fiercest critics of the New Frontier approach to foreign aid and liberal 
developmental vision."* Policy differences over narrow questions of military 
or economic aid to Indonesia thus cut across geographic and ideological 
lines, reflecting differing conceptions of the country’s strategic and eco- 
nomic importance vis-a-vis Europe, Japan, and the Soviet bloc, as well as 
conflicting visions of Indonesian modernization. 

As a form of shorthand, the debate between accommodationists and hard- 
liners over Indonesia can serve as a useful jumping-off point for illuminating 
larger patterns. The hard-liners were based primarily in the State Depart- 
ment’s European division, the Pentagon, and the CIA Deputy Directorate 
for Plans for the Far East. The Europeanists concerned themselves primar- 
ily with West New Guinea and the threat that Indonesian ambitions to re- 
cover the territory posed to the Netherlands and NATO. Inveterate cold 
warrior and rollback advocate Richard Bissell, a veteran of covert operations 
against Guatemala, Cuba, and Indonesia, rode horse for the hard-line fac- 
tion in the CIA. In the 1950s, as Franz Schurmann notes, “American anti- 
communism and Asian rollback began to interact with each other in such a 
way” that rollback was “the de facto stance of the CIA” in East Asia, taking 


the form of covert war and military intervention." 
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Washington’s support for the PRRI rebellions in 1957-1958 was a para- 
digmatic attempt at covert rollback in Asia, replete with soldiers of fortune 
such as Allen Pope, who was still in prison in Indonesia in 1961. But rollback 
failed utterly in Indonesia, and its advocates in 1961 were in decline, en- 
gaged in a holding operation and finding unlikely allies in Europe-oriented 
internationalists such as U.S. ambassador to the U.N. Adlai Stevenson and 
containment bureaucrats such as Dean Rusk. Each group, however, cast its 
gaze in a different direction, one faction toward Europe and the other to- 
ward mainland East and Southeast Asia. If Rusk represented the former, 
then the latter was typified by Commander in Chief of the Pacific Fleet 
(CINCPAC) Admiral Harry Felt. Felt was a traditional navy conservative 
and rollback advocate who opposed the introduction of U.S. ground forces 
in Vietnam but backed air- and carrier-based containment. He also hated 
Sukarno, who threatened to block Western access to Southeast Asia’s strate- 
gic waterways. !° 

The hard-liners also attracted nationalists such as Howard L. Hunt, the 
reclusive Texas oil billionaire and bankroller of the far right. Hunt wrote 
Kennedy in April 1961 to oppose Sukarno’s visit, arguing that he was “sec- 
ond only to Khrushchev in the conspiracy to destroy freedom.” Hunt’s pri- 
mary concern with Indonesia was the inability of independent oil companies 
such as his own to gain access to a market still controlled by multinational 
oil giants Caltex, Stanvac, and Shell. He warned Kennedy not to trust the 
major oil companies because they would “not give a true account of the sit- 
uation in Indonesia” and lumped them in for good measure with the State 
Department, the United Nations, and Dwight Eisenhower, under whose 
watch “we had lost hundreds of millions of people to communism.”!” Of course 
none of this made any sense—Eisenhower losing China, a line of straight 
march drawn from John Foster Dulles (who represented Wall Street and Big 
Oil) to Dean Rusk (who represented the Rockefellers and Europhile intellec- 
tuals)—without an understanding of where a nationalist like Hunt fit into the 
American political economy and the world oil market. In his classic account 
of the “Seven Sisters,” Anthony Sampson observed that “the independents 
liked to depict the majors, who were importing oil from Arabia, as potential 
traitors,” quoting Russell B. Brown, general counsel for the independent’s 
trade association; Brown had complained in 1955 that “their motivations have 
taken on a new and foreign accent as they have become companies of the 


42 THE KENNEDY ADMINISTRATION 


world rather than of this nation.” H. L. Hunt could not have agreed more, 
and he will return to the story in 1968, with Suharto firmly entrenched in 
power, angling for oil concessions off the coast of West Irian and complain- 
ing again about how the big oil companies and the U.S. embassy were con- 
spiring to exclude independents.'* For now Hunt helps to illustrate a simple 
but crucial point: that policy factions and strands of modernization thinking 
were linked to identifiable social constituencies with concrete interests in the 
outcome of seemingly byzantine disputes about policy toward a state on the 
periphery of American hegemony. 

‘The accommodationists gathered around Ambassador Howard Jones in 
Jakarta, in the State Department’s Bureau of Far Eastern Affairs, in the Agency 
for International Development, and at the NSC, where Jones had the support 
of National Security Adviser Walt Rostow and his deputies. Averell Harri- 
man’s appointment to assistant secretary of state for Far Eastern affairs in 
November 1961 and his replacement in early 1963 by Roger Hilsman solid- 
ified their position. Containment internationalists all, this core policy group, 
which would direct Indonesia policy roughly until the spring of 1965, was 
the most consistent advocate of a long-term developmental approach to 
Jakarta. They also attracted support from oil giants such as Stanvac and Cal- 
tex; plantation companies such as Goodyear and U.S. Rubber; construction 
firms such as Morrison Knudson and Brown and Root; and banking and 
manufacturing companies such as Singer Sewing Machine, Westinghouse 
Electrical, Morgan Guarantee Trust, General Motors, and Union Carbide. 
All were world-competitive multinational firms that had invested in Indone- 
sia in the preindependence period, and all were anxious to preserve their po- 
sition—and that of Western capital more generally—as the Sukarno regime 
moved to the left and expressed greater hostility to foreign investment.!” 

‘The questions of West New Guinea and U.S. military and economic assis- 
tance dominated interagency discussion in the weeks leading up to Sukarno’s 
visit. Deputy Director of Central Intelligence (DCI) Robert Amory sug- 
gested before a meeting of Kennedy’s “Tuesday Lunch Group” in late March 
that U.S. neutrality on West New Guinea was “no longer tenable” and should 
be abandoned in favor of Indonesia, eliminating an issue “which unites the 
Army, Sukarno and [the] Communists.””° Richard Bissell attacked this logic, 
arguing that such a policy would only “cement relations between Indonesia 
and the USSR” and “help to consolidate a regime which is innately antago- 
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nistic toward the U.S.” In a cryptic passage he mused that “the influence that 
the United States can exert, at least in the short run, is extremely limited, if (as 
must be assumed) crude and violent intervention is excluded. Only [Sukarno’s] 
removal from power,” he inveighed, “would offer some hope that trends that 
now seem inexorable can still be reversed.”?! 

Robert Komer was unconvinced. In an angry response to McGeorge 
Bundy, he dismissed the reasoning behind the hard-liner’s case: 


I disagree with so many of the half judgments in [excised] Indonesia paper 
that I don’t know where to begin. The thesis is that Sukarno, the devil in- 
carnate, will take Indonesia so far down the road as to make it a pushover 
for PKI in predictable future. However, the paper admits there are no coun- 
tervailing forces left. Hence, all it comes up with is sterile oppositionism, 
i.e. we tell Sukarno sternly he can go to hell without our help. . .. What we 
need is holding operation which will preserve our ties with Army and other 
elements until such time as Sukarno comes a cropper with other side or dis- 
appears from scene. . . . Bissell paper opposes both but has no better answer. 


In a handwritten note to Walt Rostow at the bottom of his letter, Komer 
scribbled “Walt—despite Pye, Pauker, Bissell Pl stick with Amory and Jones. 
None of these others,” all hard-liners, “have any answers at all.”” 

The exchange between Bissell and Komer demarcated the boundaries of 
the bitter debate over Indonesia policy at the outset of the Kennedy admin- 
istration. At a cursory level we see factional disputes among bureaucratic ac- 
tors defending regional turf, the legacy of past policies, and personal ani- 
mosity. At a deeper level the debate reflects competing conceptions of the 
strategic and economic importance of the Netherlands and Indonesia to 
U.S. global priorities, both in the near term, where anti-Communist and 
geopolitical concerns were often paramount, and over the elusive long-term, 
where developmental and security concerns merged. It also reflects diver- 
gent views on the vision for modernization held out for Indonesia by U.S. 
policymakers and social scientists, with Bissell, Lucian Pye, and Guy Pauker 
advocating what historian Ron Robin has termed “coercive” counterinsur- 
gency programs as the desired path to this goal, in contrast to the “con- 
structive” program held out by Jones and others.” 
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“That Bit of Colonial Debris Called West New Guinea.”** 


The Kennedy administration’s policy toward West New Guinea framed the 
discussion leading up to Sukarno’s visit. In fact, West New Guinea emerged 
as the single most important issue in U.S.-Indonesian relations after the col- 
lapse of the PRRI revolts and remained so until the United States brokered 
an agreement on the future of the territory in August 1962 under the threat 
of a looming Indonesian invasion. Indonesia posed problems unique for the 
United States in Southeast Asia in the 1960s, because its two major foreign 
policy fixations, first West Irian and later Malaysia, intimately involved 
Washington’s European allies, raised questions about U.S. treaty obligations 
in the region, and drew into sharp focus the conflicts between other nations’ 
regional concerns and the hegemonic responsibilities of the United States. 

‘The Dutch and Indonesian positions by 1960 were well defined and end- 
lessly reiterated. The Netherlands argued that West New Guinea was geo- 
graphically distinct and that Indonesia could make no claim to it based on 
common history, culture, language, or religion. The rightward shift in the 
Dutch Parliament in the early to mid-1950s entrenched political forces op- 
posed to negotiations with Indonesia, bitter at the anti-Dutch policies of the 
Indonesian government, and committed to self-determination for the 
Papuans—so long as the end result was not integration with Indonesia.” In- 
donesian leaders countered that their entire country was a creation of Dutch 
colonialism and that their revolution would remain incomplete until all the 
territories of the former Dutch East Indies reverted to Indonesian rule. 
Moreover, so long as the Dutch maintained a foothold in the archipelago, 
they could continue potentially to threaten Indonesian security by support- 
ing separatist movements or by engaging in economic sabotage. The U.S. 
government, Ambassador Jones wrote, was “fully informed of fact that all 
Indo foreign policy, [and] much of Indo internal political life, revolves 
around this cardinal issue.”*° 

For those Americans who could find it on a map, West New Guinea was 
a blank slate upon which they could write their fantasies about primitive 
peoples and the benefits of encounter with the West.’’ Its inhabitants were 
“contemporary ancestors” of a more modern way of life, people with no past, 
no history, and no agency except as a function of their interaction with the 
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West and Indonesia: a “flat, unchanging, primitive landscape,” as Frederick 
Cooper has described the parallel French and British imperial discourse on 
African development in the postwar period.”* One member of the West New 
Guinea council bemoaned “the inclination of the world to search for noth- 
ing but the most primitive” in the territory, whose dark-skinned inhabitants 
prompted comparisons with African primitivism.’? Whereas modernization 
theory served in the wake of decolonization movements to recast older no- 
tions of racial hierarchy onto the plane of culture and development, West 
New Guinea was a throwback to the earlier ideas of missionary vision and 
imperial control from which it derived. Appropriately, American visitors at 
the time consisted almost entirely of evangelical missionaries, anthropolo- 
gists, art collectors, and mineral prospectors.*° 

Until 1960 the United States proclaimed “passive neutrality” on the fu- 
ture of West New Guinea, a position that translated into de facto support for 
continued Dutch rule. When President Kennedy arrived in Washington, the 
debate over U.S. policy intensified, in part because Dean Rusk professed 
support for Papuan self-determination and backed the Dutch position, 
whereas outgoing secretary of state Christian Herter had recently shifted in 
favor of U.N. trusteeship leading to eventual independence.*! But for all the 
ink spilled about West New Guinea, neither supporters nor opponents of 
the Dutch or Indonesian position cared about the territory’s inhabitants. 
Rather, the debate concerned what West New Guinea stood for. For the 
Dutch, as well as for many recalcitrant members of Congress, West New 
Guinea symbolized Indonesia’s treachery and Sukarno’s irredentism. For the 
State Department and the NSC, on the other hand, support for self-deter- 
mination in West New Guinea was an expedient, a function of containment 
logic applied to Indonesia that could be discarded if needed.” “As we get 
closer and closer to a dangerous impasse over that bit of colonial debris,” 
Robert Komer reminded Carl Kaysen in January 1962, “we have simply got 
to keep our eye on the object of the exercise—which is Indonesia, not West 
New Guinea.”?? When Dutch ambassador J. H. Van Roijen demanded as- 
surance from Dean Rusk that self-determination was not merely a “facade to 
turn over the area either directly or indirectly to Indonesia,” Robert John- 
son, the NSC staffer responsible for the Far East, responded that this was 
precisely the intent of the State Department’s position. “If we talk to [Dutch 
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officials] in a way that suggests . . . that we really believe self determination is a 
significant principle in this backward area,” he warned Walt Rostow, “we will 
gain no capital with the Indonesians and we shall only be deluding ourselves.”** 

At atime when U.S. officials were already hampered by looming crises in 
Berlin, Laos, and Vietnam, the White House’s overriding concern was to 
avoid an armed regional conflict—over a territory with no intrinsic eco- 
nomic or strategic importance—that could threaten the entire U.S. position 
in Southeast Asia and push Indonesia closer to Moscow. Moreover, with So- 
viet political backing and a massive military aid package on the way, U.S. of- 
ficials recognized that Sukarno was in a position to make good on his threat 
to take West New Guinea by force.*> On a private visit to The Hague, former 
secretary of state Dean Acheson bluntly told Dutch foreign minister Joseph 
M. A. H. Luns that “the real interest of the West, including the Dutch, was 
not in ascertaining the doubtfully existent wishes of naked and illiterate 
Papuans about a sovereignty which they did not understand, but to prevent, 
for the sake of Australia, New Zealand and the Philippines, a Communist 
takeover of West New Guinea through the collapse or other stratagem of 
Sukarno.”** Kennedy and Rusk made the same point in more muted fashion 
when Luns visited Washington shortly before Sukarno, emphasizing the 
“total global struggle” the West faced “in Berlin, the Congo, Laos, the Tai- 
wan Straits, and elsewhere” and cautioning that the United States “did not 
intend to bluff or be caught bluffing” if the Dutch tried to invoke NATO 
commitments to come to their aid in the event of an Indonesian attack. In 
short, no defense guarantees.°’ 


Military and Economic Aid on the Eve of Sukarno’s Visit 


Equally intractable conflicts surrounded the question of U.S. military and 
economic assistance to Indonesia. Since the failure of the PRRI rebellions, 
the United States had sought to repair its battered relations with the Indo- 
nesian armed forces by restarting a program of military aid and training.** 
Indonesia’s need for aid was acute, and despite Washington’s recent history, 
the odds were tilting in its favor. Both General Nasution and Sukarno were 
anxious to begin modernizing the Indonesian military, a job for which both 
Washington and Moscow played ardent suitor but for which most Indone- 
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sian officers favored U.S. equipment. Nasution and Sukarno hoped to as- 
suage the services’ demands for the replacement of outdated equipment, ce- 
ment their loyalty to the state, and enhance Indonesia’s regional military po- 
sition, thereby decreasing its vulnerability to outside intervention, including 
from the United States. Military modernization would also provide the 
leverage Indonesia needed to press for the return of West Irian. 

‘The massive Soviet military aid push magnified the urgency of these de- 
mands and prompted a major U.S. response. As George and Audrey Kahin 
have demonstrated, the resumption of “token aid” during the months after 
the collapse of the PRRI rebellion masked the true size of Washington’s ef- 
fort to regain its lost political capital with the Indonesian army. In absolute 
terms U.S. military assistance to Indonesia tripled between 1958 and 1959, 
from $5.4 million to $16.9 million, but this figure hardly tells the whole 
story.*? The Pentagon utilized all the accounting tricks at its disposal to cook 
the real figures, accepting token payment in Indonesian rupiah, selling 
weapons and transportation at giveaway prices with virtually no repayment 
obligation, and providing advanced equipment designated as “excess stocks” 
at a bare fraction of their market value. As a result, military assistance to In- 
donesia valued on the books at $42.8 million nearly matched the more than 
$300 million in assistance from the Soviet Union over the same period.” 

The increased flow of military aid continued until December 1960, when 
Sukarno broke relations with the Netherlands and declared that Indonesia 
would recover West Irian before the next year was out. A few weeks later 
General Nasution announced that Indonesia would continue to seek arms 
from the Soviet Union. The moves prompted an outcry from Congress, which 
chafed at providing aid to a country whose leader condemned Western “im- 
perialism,” bought arms from the Soviet Union, threatened NATO allies, and 
gave comfort to domestic Communists.*! In response, the Pentagon quietly 
slowed the pace of military equipment deliveries.” 

Although aware of the growing criticism of Indonesia in Washington, 
Jones was convinced that a transformation of U.S. military assistance was 
needed. As Richard Bissell and his supporters at the CIA attacked the logic 
of accommodation, the ambassador made his case to Rusk for a reevaluation 
of the U.S. military assistance program for Indonesia. He argued that U.S. 
military aid up to this point had rested on a limited strategy of inducements, 
offering “token aid” for token changes: “a little more anti-communism, a little 
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more aid, etc.” Now Jones called for the inauguration of a comprehensive 
aid program, as called for by the administration’s new Basic National Secu- 
rity Policy, to facilitate long-range country planning and escape the “strait- 
jacket” of political restrictions and year-to-year appropriations battles. To 
compete with the Soviet Union’s long-term military aid programs, the United 
States needed to gain the confidence of Indonesia’s military leadership and 
provide “modern, complex” equipment that would lock Indonesia into long- 
term training and maintenance relationships. The “fundamental purpose in 
providing aid is political,” Jones argued, namely, “strengthening the anti- 
Communist military leadership.”* 

Along a parallel track, the Pentagon began pushing for a civic action pro- 
gram for Indonesia, part of a worldwide expansion of such programs begun 
in 1961 with the creation of the Office of Public Safety and the Special 
Group for Counterinsurgency.* In his first foreign aid message to Congress 
on March 22, Kennedy declared that “military assistance will in the future 
more heavily emphasize the internal security, civil works and economic growth 
of the nations thus aided.”* Indonesia was a prime candidate for this new 
emphasis. On the eve of Sukarno’s visit, counterinsurgency guru General 
Edward Lansdale proposed a civic action program (CAP) for Indonesia, ar- 
guing that it would strengthen the Indonesian army, bring it “closer to the 
Indonesian people” through involvement in rural reconstruction and devel- 
opment projects, and “take some of the emotional heat off the West Irian is- 
sue.” Lansdale and other U.S. officials viewed civic action not only as an ad- 
junct to counterinsurgency but also as a modernizing program that would 
encourage the military in its dual role as both guardian and shepherd of the 
development process.“ 

Indonesia’s critics, however, rejected the logic behind Jones’s and Lans- 
dale’s calls for increased military aid.*’ First, they insisted, Sukarno was so far 
along the pro-Soviet path that he could not be decisively influenced by 
changes in U.S. policy. Second, any increase in U.S. military aid would re- 
ward Indonesia for its efforts to seize West New Guinea by force. Finally, 
the only justifiable rationale for an increase in military aid would be to 
stiffen the resolve of the army vis-a-vis the PKI, a dubious prospect in the 
estimation of scholars such as Guy Pauker of the RAND Corporation, who 
doubted whether the army under General Nasution (who still mistrusted the 
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United States for its support of the PRRI rebellion) was politically unified 
and ruthless enough to do the job.** 

Similar considerations underlay the debate over economic assistance. Be- 
tween 1949 and 1960 Washington extended more than $470 million in aid 
to Indonesia, concentrated in technical assistance, participant training, Ex- 
port-Import Bank loans for infrastructure projects, and PL 480 (Food for 
Peace) commodity assistance. But the Eisenhower administration’s emphasis 
on covert war, hostility toward Sukarno, and lack of bureaucratic coordina- 
tion precluded long-term development planning aid for Indonesia. As a re- 
sult, U.S. assistance assumed an ad hoc and token character that was ham- 
strung by congressional appropriations schedules, and it paled in comparison 
to Soviet outlays. In Afghanistan, Vietnam, and many other countries it was 
the United States that promoted massive infrastructure projects, but in Indo- 
nesia the Soviets held the initiative.” Ambassador Jones complained in early 
1961 that “at the moment there are no Indonesian applications for substan- 
tial U.S. loans at [a] time when books are being filled with [Soviet] bloc proj- 
ects ranging from multi-purpose hydro projects to steel mills, chemicals, 
textiles, etc.”*’ Typical was a massive Soviet-funded steel mill at Cilegon on 
the western tip of Java, which Soviet officials promoted as a harbinger of 
rapid industrialization when construction began in the early 1960s.*! 

Food for Peace aid exemplified the logic of U.S. assistance. Between 1956 
and 1961 sales of rice, cotton, tobacco, and wheat to Indonesia under PL 480 
totaled $288 million. During this same period poor planning and Indonesia’s 
deteriorating economic situation turned the country from a net rice exporter 
into one of the world’s leading importers. Foreign rice undercut domestic 
producers, and rapid inflation made imports of U.S. fertilizer and equipment, 
the proclaimed engines of agricultural modernization, prohibitively expen- 
sive. Food for Peace, however, served powerful domestic constituencies in 
southern states—especially those with a large stake in maintaining exports at 
a time of declining commodity prices. It also generated counterpart funds 
at the local level and lowered dollar outlays while serving the long-range pur- 
pose of developing new markets and lowering the U.S. balance of payments 
deficit, a persistent concern of the Kennedy administration. But PL 480 aid 
did nothing to enhance Indonesia’s long-term capacity for producing rice, a 
problem the program reproduced in other countries.” 
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The U.S. aid program contrasted sharply with Sukarno’s Eight-Year Plan 
for Indonesia’s economic development, inaugurated in August 1960. The 
Eight-Year Plan was the most concrete expression of Sukarno’s concept of 
Guided Economy, a rough blueprint for state-led development that advo- 
cated intervention in basic industries to promote long-term development 
needs, the “subordination of foreign capital to national social and economic 
goals,” and a transition from an import and export dependent economy to 
self-sufficiency, especially in basic commodities and foodstuffs. In broad out- 
line the plan reflected the affinity many postcolonial governments had for 
Soviet-style five-year plans, but Jones described it as “thoroughly Indonesian, 
derived spontaneously from their own compulsion.”*? The ambassador’s pitch 
for expanded aid to Indonesia was thus a partial answer to one of the key 
questions facing U.S. policymakers: How should Washington relate to (and 
hopefully redirect) Indonesia’s ramshackle attempt at state-led development? 

USS. officials and Indonesia scholars—and later Suharto—routinely cast the 
country’s economic woes as emblems of Sukarno’s personality, cultural defects, 
irrationality, a vague anti-Western bias, or simple incompetence but rarely as 
the result of an intentional plan for national development, however poorly ex- 
ecuted or funded.** Despite widespread criticism of Sukarno’s economic plan, 
however, Kennedy’s advisers had no alternative to offer at the time, and 
Sukarno’s detractors rarely acknowledged the simple fact that after 1957 it was 
the armed forces in control of much of the economy and Washington that em- 
phasized the modernizing potential of the military and encouraged this in- 
creased role.** By 1960 Indonesia was devoting approximately half its national 
budget to defense expenditures, far more if one counts funds from military- 
controlled enterprises, corruption, and smuggling. ‘This extraordinary diver- 
sion of resources precluded any serious attempt at economic development 
while deepening the military’s stakes in deflecting challenges to its budgetary 
prerogatives and economic position. The CIA observed that “a growing bud- 
getary load will have to be borne in order to fund Indonesia’s preparations for 
a showdown over West Irian,” a problem that only deepened during Indone- 
sia’s Konfrontasi with Malaysia. Both campaigns reinforced the growing power 
of the military in Indonesian political life and contributed to the “continuing 
and accelerated decline” in Indonesian economic performance.” 

Opponents of the New Frontier approach to foreign aid were aghast at 
the prospect of any assistance to Jakarta. The Wall Street Journal warned that 
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“American aid is helping to build a socialist economy here in Indonesia” by 
directing Export-Import Bank funds to the Indonesian government for eco- 
nomic development projects rather than to the indigenous private sector, 
which apart from the Chinese (who dominated small-scale production), was 
wholly incapable of effectively using foreign capital on a large scale. “Rather 
than lower the bars to private foreign investment and encourage the growth 
of profit generating free economies,” the Journal's editors complained, “the 
Socialist visionaries of the new lands of Asia and Africa expect to have their 
profits beforehand, as gifts from the West, and to invest these unearned 
‘profits’ in rigidly centralized economic systems that may require perpetual 
subsidy.” William Henderson, executive director of the Council on Foreign 
Relations, wrote to Kennedy that “one wonders whether any American rep- 
resentative has even taken the opportunity to speak frankly and fully about 
the realities of international life as we see them.”*” Ambassador Jones coun- 
tered that the United States needed to “suppress our inclination to assess 
projects mainly on our own preconceptions of economic soundness” rather 
than according to the priorities of Indonesians. To compete with the Soviets, 
Washington would have to loosen up the criteria for aid and play for the 
long haul. “In political warfare,” Jones argued, “we must accept [the] reality 
that circuses may be more vital than bread.”** 

Sukarno’s visit took place against the backdrop of the disastrous attempted 
invasion of Cuba at the Bay of Pigs. The parallels to U.S. support of the 
PRRI rebellions could not be clearer, yet Sukarno refrained from mentioning 
either event. President Kennedy heeded the State Department’s advice to 
cater to Sukarno’s ego and marked his trip with the pomp and circumstance 
befitting a head of state, while the Secret Service attempted to cater to what 
White House officials charged was Sukarno’s “insatiable demand for call 
girls.” But on the issues of substance that so divided the NSC and Foggy Bot- 
tom, Arthur Schlesinger concluded, “The meetings with Sukarno were no 
great success.”*? The Indonesian president’s hopes that Kennedy would sup- 
port Indonesia’s claims to West New Guinea went unrealized. The president 
continued to stress U.S. loyalty to a NATO ally and Indonesia’s international 
obligations, and Sukarno located Indonesia’s demands in the broader stream 
of Asian anticolonialism. “Why does America never say that we have a just 
claim to West Irian?” he asked, adding, “You must see this problem through 
the glass of nationalism.” Foreign Minister Subandrio, however, suggested 
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that Indonesia was prepared to find “ways and means for the Dutch to save 
face” and would consider a trusteeship “to make the transition to Indonesia’s 
possession easier.” The CIA later reported that Sukarno had been favor- 
ably impressed by his visit with President Kennedy, despite the lack of con- 
crete progress on West New Guinea. Kennedy himself was a little more san- 
guine. “An inscrutable Asian” was how he summed up his opinion of the 
Indonesian president. Nevertheless, he mused that the trip might have done 
some good to convince Sukarno that his White House “was taking a differ- 


ent view of Indonesia.”°! 


Resolving the West New Guinea Crisis 


If the administration was taking a different view of Indonesia than its prede- 
cessor, it was difficult to discern in early 1961. The United States had yet to 
formulate a policy and aid framework for dealing with Indonesia’s deep- 
seated economic and political challenges. Moreover, the brewing crisis with 
the Netherlands over West New Guinea had produced a stalemate in Wash- 
ington and threatened to overwhelm U.S.-Indonesian relations.” The crisis 
forced policymakers to choose squarely between perceived Cold War imper- 
atives, NATO obligations, and their professed support for liberal ideals of 
self-determination. “We have tried bilateral negotiations,” the Indonesian 
president pleaded with Ambassador Jones. “We’ve tried that seriously and for 
years. We have tried using the machinery of the United Nations, and the 
strength of world opinion expressed there . . . hope evaporates; patience dries, 
even tolerance reaches an end. West Irian is a colonial sword poised over In- 
donesia. It points at our heart, but it also threatens world peace.” Most U.S. 
officials had no reason to doubt the Indonesian president’s warning.” 
Sukarno’s outspoken opponents in Congress, the CIA, the State Depart- 
ment, and at think tanks like the RAND Corporation considered West New 
Guinea a greased skid to power for the PKI and to increased Soviet influ- 
ence. But supporters of the Dutch position failed to recognize West New 
Guinea’s importance to Indonesian nationalists, as both a geographic and an 
imaginative space where the “rival centralities” of state-led nationalism, 
Communism, and militarism converged, each seeking to fulfill its own ideo- 
logical and institutional needs. At stake was Indonesia’s claim to postcolonial 
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modernity, the completion of its revolution, and the legitimacy of state 
power, which lent fervor to Sukarno’s campaign that few in the United States 
could comprehend. Indonesia was unlikely to back down, even at the risk of 
war, in its quest to return the territory to the national fold.“ 

Advocates of a shift in favor of Indonesia agreed. As Walt Rostow re- 
called, “It was clear that if Indonesian political life was ever to turn to the la- 
borious tasks of modernization and of finding regional harmony in South- 
east Asia, the issue of West Irian would have to be removed from its agenda.” 
Indonesian officials nurtured this hope by suggesting that once they had “re- 
covered” West New Guinea, they would begin resolving the country’s long- 
term economic problems.® In the wake of Sukarno’s visit, Walt Rostow wrote 
Deputy Under Secretary of State U. Alexis Johnson that the United States 
faced “a unique but transient opportunity” to resolve West New Guinea.© 
Sukarno thought President Kennedy sympathetic, and Dutch public opinion 
was showing signs of flexibility, especially among businesses anxious to re- 
turn to Indonesia. But Washington still lacked a coherent policy, and con- 
tinuing U.S. neutrality was becoming unsustainable.®’ Given the enormous 
attention historians have devoted to Vietnam and Laos, it is easy to forget 
that in early 1961 the NSC listed Indonesia and West New Guinea among 
its most “urgent planning priorities.” It was West New Guinea, after all, that 
threatened war with a key European ally and it was Indonesia where the 
United States and the Soviet Union competed most directly for influence. 

Secretary of State Rusk, preoccupied with more pressing concerns in Eu- 
rope and elsewhere in Southeast Asia, suggested dumping the issue in the lap 
of the U.N. and urged the embassy in Jakarta to explore the possibility of 
U.N. trusteeship, a position that pleased no one. Dutch, British, and Aus- 
tralian officials feared that Afro-Asian countries would back Jakarta in the 
U.N. General Assembly, whereas Indonesia viewed U.N. trusteeship as “a 
delaying action” that might encourage centrifugal forces elsewhere in the 
archipelago. Why, then, press forward with a policy that everyone opposed? 
Foggy Bottom, generally sympathetic to the Dutch, reasoned that trustee- 
ship offered the possibility of a face-saving Dutch withdrawal from West 
New Guinea that “sidesteps the self-determination issue”—enabling the 
United States to maintain its position of neutrality. But in separate meetings 
with Adlai Stevenson in New York on September 16, Sukarno and Foreign 
Minister Luns insisted they would consider U.N. involvement only “as a 
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‘conduit’” for handing the territory over to Indonesia (Sukarno) or as a 
means of guaranteeing self-determination for Papua and keeping it out of 
Indonesian hands (Luns).” 

NSC officials expressed bewilderment with Rusk’s solicitude of Dutch of- 
ficials and questioned his understanding of Indonesia’s long-range impor- 
tance, especially after Sukarno told Chester Bowles that Jakarta would turn 
toward Washington “overnight” if the United States backed Indonesia on 
West New Guinea.”! Walt Rostow grew so frustrated that he finally just went 
around Rusk and urged the president to impress upon the secretary of state 
the need for the State Department to take a position “that looks to Indone- 
sian control” rather than backing a “meaningless” Dutch proposal on self- 
determination at the U.N.” The brewing conflict over trusteeship came to a 
head at the U.N. General Assembly session in November, when the United 
States abstained on an Indian-sponsored resolution, supported by Jakarta, 
that called for bilateral negotiations between Indonesia and the Netherlands.” 
Indonesian officials were “furious.” To make matters worse, as the CIA ob- 
served, the U.S. stance undermined Indonesian moderates such as General 
Nasution, who was having a hard time defending a negotiated solution in the 
face of calls by the PKI, Subandrio, and others for an outright invasion of 
the territory.”* 

USS. policy toward Indonesia and West New Guinea at this time resem- 
bled nothing so much as a rugby scrum, moving imperceptibly downfield 
with little to show but lots of kicking, biting, and scratching. The scrum 
loosened a bit with the arrival of Averell Harriman as assistant secretary of 
state for the Far East in November 1961, shifting the balance of power in 
the State Department on Indonesia in favor of the accommodationists.”° The 
Far East division had borne the brunt of the McCarthy era purges, which 
destroyed the careers of most of the department’s best Asia analysts and left 
the remainder peering over their right shoulders at the rollback constituency, 
with their rigid anti-Communism, penchant for ill-conceived covert opera- 
tions, and intolerance for neutralists such as Sukarno.” Into this trench war- 
fare waded Harriman, who declared the Far East Bureau “a disaster area 
filled with human wreckage” and set about recruiting young staffers, such as 
Roger Hilsman and Michael Forrestal, who would chart a more independent 
course on Asia policy, especially with regard to Vietnam. Harriman had de- 
veloped his own animus toward Rusk after the secretary of state refused him 
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permission to meet with Chinese foreign minister Chen Yi during negotia- 
tions over the neutralization of Laos; as assistant secretary of state he also went 
behind Rusk’s back and dealt directly with Kennedy, encouraging his staff to 
do likewise.” The former governor of New York was a diplomat and banker 
by training, a genuine internationalist by temperament, and a fierce, although 
pragmatic, anti-Communist. As the scion of one of America’s great railroad 
fortunes, Harriman also possessed a worldview that merged economic, politi- 
cal, and security concerns with a deep sense of the United States’s global in- 
terests, a concern for the whole that his titular boss, Dean Rusk, lacked. And 
although Harriman cut his diplomatic teeth working in Europe, he wasn’t one 
to automatically subordinate Asian to European concerns.” 

As Harriman took up his new post, the State Department was completing 
a long-awaited policy review on Indonesia, initiated in response to the Joint 
Chiefs of Staff’s call for a “detailed and dynamic national plan to take the po- 
litical, economic and psychological offensive” on Indonesia from the Soviet 
Union. The review concluded that U.S.-Indonesian relations would con- 
tinue to flounder until Washington removed the West New Guinea dispute 
“from Communist exploitation” and divested itself of its image as a “protector 
of colonial interests.””? From Jakarta, Howard Jones pointed out that Indone- 
sia’s military mobilization was also wreaking havoc on its already unstable 
economy, leading to acute foreign exchange shortages, skyrocketing infla- 
tion, and balance of payments deficits.° A long-term decline in the produc- 
tion of foreign exchange-earning agricultural commodities was making a 
mockery of Indonesia’s eight-year development plan, and recent political at- 
tacks on Chinese businessmen, the takeover of Dutch enterprises, and loom- 
ing signs of a government offensive against foreign oil interests were prompt- 
ing a growing capital flight.*! Although Foreign Minister Subandrio told the 
U.S. embassy that “the economic situation is so desperate that a military at- 
tack on West New Guinea is impossible,” the British Foreign Office observed 
that the Indonesian armed forces were “making serious preparations for an 
invasion” and looked to the recent Indian takeover of Goa as a precedent.” 

The pressure on Rusk to accommodate a shift in favor of Indonesia came 
from all directions. McGeorge Bundy bluntly told the president that area spe- 
cialists thought that Rusk’s position “can only help the Communists” and 
urged him to consider the problem in terms of Indonesia’s “longer run eco- 
nomic development.”*? At Kennedy’s urging, the secretary of state finally 
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signed off on a letter to Sukarno offering to facilitate negotiations between 
Indonesia and the Netherlands. But Rusk, Adlai Stevenson, and the State 
Department’s European desk still would not publicly break with The Hague, 
and in meetings with Dutch ambassador Van Roijen indicated that the United 
States might support military action under U.N. auspices if Indonesia at- 
tacked.** An exasperated Robert Johnson told Bundy that although the United 
States needed to facilitate a face-saving solution, it also needed to “shock the 
Dutch into a realization that the U.S. is mot in their corner” and that the 
United States would ot back them militarily in the event of an Indonesian 
attack. President Kennedy agreed.® 

Just as it appeared that Dutch-Indonesian negotiations might be in the 
offing, Sukarno gave his famous Trikora (Tri Komando Rakyat or Triple Com- 
mand of the People) speech of December 19, 1961, in which he demanded 
the dismantling of the Dutch “puppet state” of West Irian, called for the 
mobilization of the “entire Indonesian people” to regain the territory, and 
pledged to plant the Indonesian flag there by the end of 1962. The speech 
came just days after PKI chair D. N. Aidit secured the official imprimatur of 
Communist parties at the twenty-second Communist Party of the Soviet 
Union (CPSU) congress in Moscow for Indonesia’s demand for a return of 
the territory.** Sukarno also created the Mandala command for the liberation 
of West New Guinea, headed by the young General Suharto. Suharto’s os- 
tensible aim was to infiltrate troops into West New Guinea, incite Papuan 
dissidence, and establish a foothold, but the military campaign was orga- 
nized “on a piffling scale and . . . with well-nigh total ineptitude”—perhaps 
by design. General Nasution and other army leaders were extremely wary of 
provoking war with the Dutch, which would damage relations with Western 
governments, further weaken a tottering economy, increase Indonesian de- 
pendence on Soviet military hardware, and bolster the fortunes of the PKL.*” 

Britain and Australia also looked upon the brewing crisis in West New 
Guinea with great anxiety, but for different reasons. The Foreign Office’s 
primary concern, shared by Malayan prime minister Tunku Abdul Rahman, 
was that West New Guinea would destabilize regional security and disrupt 
British plans for merging Malaya, Singapore, Borneo, and Brunei into a 
Malaysian federation.** London had given assurances to the Netherlands in 
1959 that it would come to their aid in the event of an Indonesian attack and 
were hoping that The Hague would not invoke such commitments. More- 
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over, both the Foreign Office and the Commonwealth Relations Offices, look- 
ing to their imperial holdings elsewhere, were leery of implying even indi- 
rectly that colonial fragments deserved self-determination. As the British am- 
bassador to the U.N. bluntly put it, “I see no reason for endangering British 
and thus free world interests through adherence to the Dutch point of view.”*? 

Australia also adopted a complicated and contradictory stance that re- 
flected its subordinate position within the British Commonwealth, depen- 
dence on British and U.S. defense guarantees, and economic and geographic 
proximity to Indonesia. Before 1959 Australia openly favored the Dutch po- 
sition both in and out of the U.N., preferring “a friendly Netherlands to an 
uncertain Indonesia in possession of West New Guinea.” Two years later 
Australia tilted uneasily in favor of self-determination for West New Guinea, 
although officials in Canberra told Washington they were opposed to any so- 
lution that involved “turning over West Irian to the Indonesians.””” Upper- 
most in the mind of Australian prime minister Sir Robert Gordon Menzies 
was the possibility that after absorbing West New Guinea, Indonesia would 
turn its sights eastward to Papua New Guinea. Like The Hague, Australian 
Foreign Ministry officials also sought guarantees from Washington that an 
attack on Australia or Papua New Guinea would bring the ANZUS Treaty 
into effect.?! Dean Rusk was solicitous of such concerns, but for reasons having 
more to do with Vietnam than West Irian. The United States “could not pos- 
sibly hope for Australian support” in shoring up Ngo Dinh Diem’s tottering 
regime in South Vietnam, the director of the State Department’s Vietnam 
‘Task Force wrote Averell Harriman, unless Washington pledged to defend it 
in the event of an Indonesian attack stemming from the West New Guinea 
dispute.” 

Far more likely was the possibility of hostilities erupting out of miscalcu- 
lation, as happened in January 1962, when Dutch and Indonesian naval forces 
inadvertently clashed off the coast of West New Guinea. In the wake of the 
clash U.N. Secretary General U Thant brought heavy pressure on both coun- 
tries to resume dialogue. But talks went nowhere.” Washington had unwit- 
tingly emerged as the indispensable third party in the conflict, George Ball 
observed, and “both sides know that we hold the key to a solution.” In mid- 
February Attorney General Robert F. Kennedy visited Jakarta to meet with 
Sukarno, one of dozens of such efforts in early 1962, and after much wran- 
gling, he extracted a promise of unconditional negotiations—on the condition 
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that the transfer of West New Guinea to Indonesia be included on the 
agenda.” Shortly after, Foreign Minister Luns visited Washington, where Pres- 
ident Kennedy bluntly told him that “West New Guinea as such is of little 
consequence” to the overall Western position in Asia. The United States, he 
suggested, was looking after the whole, the Dutch after a barren fragment of a 
moribund empire.” Within days of the Luns visit, the Netherlands and Indo- 
nesia agreed to secret preliminary talks with no preconditions under the aus- 
pices of the U.N. and with U.S. mediation. Ambassador Ellsworth Bunker, 
former ambassador to India, future ambassador to Vietnam, and—like Ache- 
son—a former rowing protégé of Harriman at Yale, got the nod as mediator. 
‘The hegemonic hand of the United States loomed large in these meetings be- 
tween Dutch, Indonesian, and U.S. officials. Even in a part of Asia where both 
Britain and the Dutch had more direct interests and where the United States 
had no military bases and at a time when the United States was preoccupied 
with two major crises in mainland Southeast Asia, it was Washington’s word 
that counted.” 

‘Talks over the future of West New Guinea began on March 21 at a se- 
cluded estate in Middleburg, Virginia, with just Adam Malik, Dutch ambas- 
sador Van Roijen, Bunker, and several staff present.” In an effort to break 
the negotiating deadlock, the State Department floated a new proposal devel- 
oped by Ambassador Bunker, under which the Dutch would transfer adminis- 
trative authority over West New Guinea to a transitional U.N. administration, 
resulting one to two years later in transfer of the territory to Indonesia and 
at some future date in an act of self-determination. The Kennedy adminis- 
tration considered the so-called Bunker Formula a sufficiently face-saving 
device to meet Dutch concerns. No provision was made for ascertaining the 
opinions of the Papuans themselves, whose views most U.S. officials plainly 
considered irrelevant.” Sukarno immediately accepted the proposal, but 
Dutch officials expressed outrage at what they considered to be a “sudden, 
complete and unexpected reversal of the attitude of the U.S.” and broke off 
talks for more than three months.' The collapse of negotiations came just 
as Averell Harriman and AID assistant administrator for the Far East Sey- 
mour Janow testified before House and Senate subcommittee hearings on the 
Foreign Assistance Act of 1962, where Democratic senator Thomas Dodd of 
Connecticut charged that of the territorial claims made by newly indepen- 
dent states, Indonesia’s claim to “Netherlands New Guinea is the most ar- 
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rant, the most baseless, the most flagrantly imperialistic, the most threaten- 
ing to the free world, and the most offensive to the spirit of the United Na- 
tions Charter.”!”' The RAND Corporation’s Guy Pauker went further, mak- 
ing the preposterous claim in Foreign Affairs that the Soviets were exploiting 
West New Guinea to further their “master plan” for destroying the Indone- 
sian economy by drowning it in military debt and sowing chaos and despair 
that would help the PKI come to power.!” Such criticism served as a warn- 
ing of the political price the Kennedy administration might pay for backing 
Indonesia’s claims. 

As talks stalled, the danger of war between Indonesia and the Netherlands 
increased markedly, as did the frustration of U.S. officials. A spring National 
Intelligence Estimate concluded that “as Indonesian military capabilities im- 
prove, Sukarno will become increasingly prone to employ military measures 
short of an all-out invasion to weaken the Dutch bargaining position.” Intel- 
ligence reports confirmed both Indonesia’s increased military activity in West 
New Guinea and a doubling of the Dutch troop presence, which included 
sending U.S.-provided destroyers and submarines (intended for NATO use) 
to the area.! More ominously, Sukarno sent Foreign Minister Subandrio to 
Moscow to request accelerated delivery of more than $70 million in military 
assistance. Pentagon officials, concerned that the army’s influence was wan- 
ing in favor of navy and air force officers more sympathetic to Moscow, 
pushed for the full resumption of Military Assistance Program (MAP) deliv- 
eries, ostensibly suspended in February.! Prime Minister Luns, meanwhile, 
refused to inform the Dutch parliament of the Bunker plan and insisted on 
guarantees for Papuan self-determination before talks would restart. “The 
Dutch are playing us for suckers,” Ellsworth Bunker told participants of a 
meeting at the State Department, to general agreement. The White House 
finally played the only card it had left, authorizing U.N. ambassador Adlai 
Stevenson to leak the Bunker Formula in an effort to force The Hague to 
resume negotiations.!” 

By this point Sukarno was ill-disposed to compromise.! In July the In- 
donesian president kicked General Nasution upstairs as defense minister, re- 
placing him as armed forces chief of staff with his U.S.-trained rival General 
Achmad Yani, an advocate of increasing military pressure against the Dutch. 
Politically outflanked by Sukarno and the PKI, which publicly called for an 
invasion of West New Guinea, the military “abandoned their earlier pattern 
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of restraint” and dropped hundreds of troops into the territory using U.S.- 
supplied Hercules troop transports,where they engaged in numerous but inef- 


fective clashes with Dutch forces.!” 


The Netherlands repeatedly complained 
to the U.N. Security Council but to no avail, as Washington was at that mo- 
ment extending new military aid to the army. Over the strong objections of 
Secretary of State Rusk and Dutch officials, President Kennedy reversed the 
partial freeze on military aid to Jakarta and authorized $4.3 million in new 
MAP assistance.10 

Under heavy U.S. and U.N. pressure, Indonesia and the Netherlands fi- 
nally agreed in mid-July to resume talks on the basis of the Bunker proposal. 
Despite rising international criticism, Sukarno refused to even accept a 
cease-fire, recognizing the tilt toward Indonesia and concluding that it was 
the threat of full-scale Indonesian military action in West New Guinea that 
had brought the Dutch this far.!° On July 30 Indonesia and the Netherlands 
finally reached agreement to transfer West New Guinea administration to a 
United Nations Temporary Executive Authority (UNTEA) and to Indone- 
sia as early as May 1, 1963. A limited number of U.N. personnel would os- 
tensibly remain in place to advise Indonesia in preparation for the act of self- 
determination it was responsible for holding no later than 1969.'!° Formal 
negotiations finally began on August 14 at the United Nations in New York 
and concluded two days later when Indonesia and the Netherlands signed a 
final agreement. U.S. officials greeted the signing with relief.'" 

Not everyone cheered. In fact, public reaction to the agreement and to 
Washington’s role in facilitating it was overwhelmingly negative. Dutch Prime 
Minister Luns complained bitterly that the Netherlands had been aban- 
doned by its allies and compelled by Indonesian military threats to agree to 
the Bunker plan. New York Times columnist Arthur Krock denounced U.S. 
acquiescence in “the latest of the triumphs of the threat of armed force as a 
means of territorial aggression,” a view seconded by the British Foreign Of- 
fice.''* More important, Kennedy’s congressional critics were outraged. Sena- 
tor Mike Broomfield termed the agreement an “Asian Anschluss,” and Repub- 
licans soon began calling for congressional hearings over the administration’s 
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West New Guinea policy.'!? The critics were right. Indonesia quickly set 
about ensuring that West New Guinea would be firmly and irrevocably inte- 
grated into the Indonesian republic and that West Irian’s “act of free choice” 


in 1969 would leave Papuans with no choice at all.!"* 
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As Indonesian and Dutch officials inked the U.N. agreement, the army fi- 
nally defeated the long-running Darul Islam guerrilla movement in West 
Java and a kindred Islamic revolt in northern Sumatra, extending Jakarta’s 
administrative control over the entire archipelago for the first time since in- 
dependence. Indonesia’s diplomatic-cum-military triumph in West Irian thus 
brought a close to a long chapter in Indonesian nationalism that from its in- 
ception had been defined by its striving for national self-realization through 
territorial consolidation. But victory also deepened the split between the 
Kennedy administration and Congress over Indonesia policy; highlighted the 
tensions between policymakers’ often conflicting definitions of U.S. strategic, 
economic, and political interests; and exposed the shallowness of U.S. sup- 
port for the principle of self-determination. 

Resolution of the West New Guinea problem would only confront the 
United States with new challenges. The Kennedy administration’s diplo- 
matic success ironically alienated a Congress already deeply skeptical about 
foreign aid, especially to Indonesia. Most members of Congress rejected the 
administration’s case that the United States had little choice but to accom- 
modate Sukarno, whom they considered a Communist sympathizer and all- 
around tyrant. Indonesia’s campaign, financed in part by massive Soviet aid 
and an increased diversion of already scarce resources to the Indonesian mil- 
itary, accelerated its deepening economic crisis, which Washington now ex- 
pected Jakarta to resolve. Indonesia’s campaign to retake West New Guinea 
strengthened the political power of both the armed forces and the PKI, fur- 
ther polarizing Indonesian society. Moreover, Washington’s accommodation 
of Indonesia likely encouraged Sukarno’s belief that Indonesia’s neighbors 
would back down in the face of confrontational diplomacy. This belief would 
prove disastrously mistaken when Jakarta launched its policy of confronta- 
tion (Konfrontasi) with the British over the formation of Malaysia, threaten- 
ing to scuttle Washington’s ambitious post—-West Irian plans for Indonesia’s 
modernization. 


CHAPTER 3 


Developing a Counterinsurgency State 


As Indonesia intensified its efforts to recover West New Guinea from the 
Netherlands in 1962, Deputy Undersecretary of State for Political Affairs 
U. Alexis Johnson wrote an article for the State Department’s in-house jour- 
nal titled “Internal Defense and the Foreign Service.” In it he spelled out the 
challenge Washington faced as backward peasants in developing countries 
awoke from centuries of apathy and became “exposed to the material goods 
and way of life which we in the U.S. take for granted.” The United States 
must meet this legitimate “revolution of rising expectations” among the 
modernizing masses, Johnson argued, or risk losing them to Communism. 
How was the United States to meet this challenge? Through integrated mil- 
itary and economic programs directed at both “the roots of subversion” and 
their “overt manifestation”—that is, through a strategy of countersubversion 
aimed at developing “effective police and military capabilities” to maintain 
“internal security” coupled with economic and technical assistance to create 
the human and material infrastructure for development. Once the United 
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States helped new nations achieve internal stability, he suggested, policy- 
makers could turn to the long-term goal of encouraging political and eco- 
nomic modernization.’ 

Johnson’s short piece neatly summed up American thinking about much 
of the non-Western world in the early 1960s. It offered the reader a pithy ac- 
count of the decolonizing world’s transition to modernity, the nature of the 
threat posed by Communist and other “subversive” forces, and the relation- 
ship between military and economic aid in U.S. policy, all filtered through 
the lens of modernization theory. Johnson’s schema also reflected acceptance 
at the highest levels of the Kennedy administration of what was becoming 
known as “military modernization” theory, a conceptual and policy turn to- 
ward the explicit embrace of military-led regimes as vanguards of political 
and economic development.’ In the wake of the U.N.-brokered settlement 
of the West Irian crisis in the fall of 1962, this vision of military moderniza- 
tion emerged as a guide to U.S. policy toward Jakarta as Kennedy adminis- 
tration officials laid out a blueprint they argued would lead to the short-term 
stabilization and long-range modernization of Indonesia. Through technical 
assistance, counterinsurgency, and civic action programs and through a mul- 
tilateral effort to stabilize the Indonesian economy and set it on the path to 
economic rationality, U.S. officials thought they had a formula for overcom- 
ing the country’s seemingly insurmountable economic and political problems. 
Western-oriented Indonesian officials expressed Walt Rostow-—like confidence 
that “within two years we can build a solid foundation in Indonesia to enter 
a stage of self-sustaining growth,” whereas the Indonesian armed forces em- 
braced the notion of military modernization, which legitimized their own 
emergent doctrine of civil-military relations and territorial warfare.’ 

Policy planning during this period offered a glimpse of the elusive long- 
term goals that U.S. officials held out for Indonesia, goals largely submerged 
since the Indonesian revolution by short-range strategic and political con- 
cerns about Sukarno and the threatening rise of the PKI. A year later, how- 
ever, hopes for a dramatic aid expansion and embrace of the Indonesian 
armed forces was eclipsed by the logic of containment, as Sukarno initiated 
Konfrontasi with Malaysia and aborted Indonesia’s short-lived attempt at mov- 
ing toward a market-led, Western-oriented program of economic develop- 
ment. The Kennedy administration’s post—-West Irian strategy for Indonesia 
was firmly embedded in a discourse of military-led modernization, providing 
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both a cultural and ideological frame of reference for policymakers and a set 
of prescriptions in the economic and security realms. But it was a contested 
strategy, vulnerable to congressional and hard-line opposition at home, de- 
pendent on Indonesia’s willingness to accede to the formation of Malaysia 
and to adopt policies urged upon it by the United States and the IMF, and 
contingent on U.S. allies playing roles that complemented America’s larger 
policies in the region. 


The Humphrey Mission and Modernization 


The Kennedy administration began laying the groundwork for its post— 
West Irian strategy well before Indonesia settled with the Dutch; in fact, the 
first brick was laid shortly after President Sukarno visited Washington in 
April 1961. Administration officials at the time began developing plans for a 
civic action program for Indonesia, one of many being inaugurated as part of 
a new global focus on counterinsurgency. Kennedy also sent an economic 
mission, headed by Donald Humphrey of Tufts University and Walter Salant 
of the Brookings Institution, to study conditions in Indonesia and to make 
recommendations for U.S. aid.t’The Humphrey mission’s recommendations 
became the basis for the Kennedy administration’s aid proposals for Indone- 
sia, demonstrating the ways in which the discourse of modernization theory 
influenced U.S. thinking about Indonesia and concrete policy initiatives. 

‘The Humphrey mission report illustrates how Kennedy administration 
officials transformed modernization ideology into political practice in a na- 
tional context, concluding: 


We found Indonesia in the early stages of economic development but mov- 
ing in the right direction. . . . The native ability of her people and her rich 
natural resources make the outlook . . . promising once the pre-conditions 
of self-sustaining growth are developed. . . . Indonesia is not yet ready for 
the take-off into sustained growth; the plane has only been brought out of 


the hanger. But . . . we predict that when the Indonesian economy does take 
off it will fly high and fast. 


Seeking applicable lessons from the United States’s colonial past, the study 
team compared Indonesia and its “separatist” tendencies with the United 
States and its federal structure after independence from Britain, arguing that 
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USS. success proved that the country’s problems were rooted in internal dys- 
function and mismanagement. 

‘The Humphrey mission analyzed Indonesia as a classic peripheral econ- 
omy, exporting raw materials to the United States, Europe, and Japan in ex- 
change for consumer and manufactured goods, capital, and spare parts. The 
report characterized Indonesia as socially and economically backward at in- 
dependence; its problems seemed to multiply as it sought economic and po- 
litical autonomy. The ouster of Dutch nationals in 1957 and the takeover of 
Dutch firms left Indonesia with a dearth of trained technical and managerial 
personnel at all levels of the economy, resulting in poor administration and 
maintenance of the country’s capital stock and incompetent long-term plan- 
ning.° These problems were complicated by a foreign exchange crunch, which 
rippled through the economy in 1961-1962, exacerbating shortages of raw 
materials and spare parts needed to feed factories that were operating at 
from one-fourth to one-half capacity. Of its chief commodity exports (rub- 
ber, oil, coal, bauxite, and tin), only production in the foreign-dominated oil 
sector continued to rise, whereas poorly maintained rubber plantations dete- 
riorated from lack of upkeep and replanting, in sharp contrast with prosper- 
ous Malaya. Indonesia’s roads, railroads, and shipping infrastructure were all 
in various states of decay, providing little incentive for foreign direct invest- 
ment in the extractive sector. Moreover, the “casual attitude toward govern- 
ment finance and the problem of inflation” exhibited by officials in Jakarta 
exacerbated these problems, diverting revenues from capital imports and pro- 
duction for exports to production for domestic consumption while the gov- 
ernment enacted what the U.S. investigators saw as “irrational” state-directed 
price controls on commodities and consumer goods.’ 

Humphrey mission members did see a few bright spots amid the grim signs 
of economic mismanagement and irrationality: The “centers of government 
activity staffed with well-trained personnel,” who recognized Indonesia’s eco- 
nomic problems, sought “pragmatic, rather than ideological solutions” and 
displayed “a desire for resolute action”—in other words, Indonesian versions 
of the action-oriented, hypermasculine intellectuals of the Kennedy admin- 
istration.* The Humphrey mission report placed great faith in the ability of 
these (overwhelmingly) Western-trained Indonesians to overcome the coun- 
try’s many economic problems and pursue a “rational” program of develop- 
ment, with U.S. experts supplying “the kind of ideas that . . . are appropriate 
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for their development.” “Inappropriate” in this analysis were import-substi- 
tution and other state-led development schemes that Washington not only 
tolerated but encouraged in such strategically vital countries as Japan, Tai- 
wan, and South Korea, which occupied semiperipheral or core positions in 
the world economy.’ 

The Humphrey mission called for the United States to commit $325- 
$390 million in aid for Indonesia beginning in FY 1963, with nearly half of 
that to be financed multilaterally through Europe and Japan. The purpose 
of the expanded aid was to increase educational assistance and technical 
training, improve Indonesia’s transportation infrastructure, bring on line ex- 
cess industrial capacity, expand resource extraction and agricultural produc- 
tion, and provide assistance to private capital for the development of light 
industry. Aid in succeeding years would “strengthen elements of the govern- 
ment and the society that will exhibit greater economic rationality,” putting 
off heavy industry and other major capital investments until some point far 
off in the future, if ever.!° For now, technical assistance would allow Indone- 
sia to “imitate and absorb other countries’ methods of production,” espe- 
cially in declining light industries, with the goodwill generated by contact 
with Westerners “worth many a highway or dam.”" 

USS. officials and social scientists were convinced that foreign (preferably 
U.S.) capital, advice, and contact would act as a catalyst for developing na- 
tions. Economist Theodore Morgan, who served on President Johnson’s 
Council of Economic Advisers, told a conference on economic planning in 
Southeast Asia attended by University of Indonesia economist Emil Salim 
that “low income countries that seek economic growth can stand on the 
shoulders of the high-income countries in important respects. They can 
draw on the techniques and the capital of these countries; and more impor- 
tant in the long run, their people know that major economic advance can be 
achieved, whereas the people of Western Europe in, say, the 14th century 
did not.””” Policy debates centered primarily on the question of whether pri- 
vate or public assistance should take the lead, with Congress and conservative 
nationalists tending toward private assistance and modernization theorists 
and internationalists tending toward public aid. In short, differences were 
rooted in both ideology and political economy, in the role policymakers 
thought Indonesia ought to play in the world economy and the role they 
thought state power ought to play in development planning and funding." 
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The views of Humphrey mission member Walter S. Salant are illustra- 
tive. A member of the Council of Economic Advisers under Truman, Salant 
was a prominent proponent of U.S. public foreign investment in the devel- 
oping world, arguing that technical assistance and private foreign investment 
were “necessary but limited solution[s]” to the third world’s developmental 
needs. An international Keynesian, Salant linked U.S. public assistance di- 
rectly to the modernization process and insisted that external financing of 
development could help to create markets for U.S. and European goods by 
building up indigenous infrastructure and increasing the purchasing power 
of third world nations, especially in Asia.'* It is in this context that we can 
understand the charges lobbed by American nationalists that the Kennedy 
administration’s foreign aid program represented an internationalization of 
the New Deal and an attempt to subsidize socialist development abroad.'* As 
they developed these ambitious plans, proponents of increased aid to Indo- 
nesia, such as Ambassador Howard Jones and Roger Hilsman, also prepared 
a “minimum” fallback program of more limited quantities of Food for Peace 
(PL 480) aid, AID technical assistance, and Military Assistance Program 
(MAP) funding in the likely event that Congress stymied the Kennedy ad- 
ministration’s efforts.!° As Konfrontasi heated up and prospects for an ex- 
panded program of aid evaporated amid fierce congressional opposition, this 
minimum program (modernization lite) ironically became the basis for con- 
tinued U.S. assistance to Indonesia. 


The Military Moment 


‘The economic aid program envisioned in the Humphrey mission report was 
only one component of an integrated political and aid strategy for Indonesia. 
The flip side to economic aid was MAP, which provided military and police 
training, weapons, and civic action equipment for the Indonesian armed forces. 
The increased U.S. commitment to military assistance, aimed at encouraging a 
greater role for the Indonesian armed forces in economic development and in- 
ternal security, marked a conceptual and doctrinal turn for the Kennedy ad- 
ministration that went far beyond the mere preference voiced by Kennedy’s 
predecessors for military regimes as bastions of anti-Communism and stability. 
For U.S. officials and social scientists thinking about development, the early 
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1960s represented a military moment when they began linking military aid 
more tightly to comprehensive programs of economic and technical assis- 
tance—a shift with profound significance for both U.S. foreign policy and 
the internal politics of many developing countries. In much of the under- 
developed world such doctrines resonated with the increasing role in state 
and society that many armed forces establishments envisioned for them- 
selves, as the daunting challenges of pursuing economic growth and political 
stability strained the capacities of civilian governments. 

The U.S. government’s embrace of military modernization in the early 
1960s arose in tandem with, and in many cases drew on, a growing body of 
American social science research that until the late 1950s had displayed what 
one scholar characterized as “a liberal opposition to military regimes.”!” 
This broad shift was in part a response to the growing Soviet provision of 
military and economic assistance in the developing world, anxiety over the 
impact of the Cuban Revolution, a wave of military coups in Asia and Africa, 
and the growing political and economic role that armed forces establish- 
ments were carving out for themselves throughout the third world. Before 
1959 much of the political science literature on the armed forces in the de- 
veloping world focused broadly on civil-military relations and the phenom- 
enon of the military coup d’etat, often portraying the armed forces as bul- 
warks of stagnation and reaction. Such criticisms were consistent with the 
optimism that modernization theorists displayed toward the prospects of 
democratic development, although they were at odds with the Eisenhower 
administration’s often warm relations with military dictators.'* By the end of 
the decade, however, both scholars and U.S. officials began constructing the 
policy and intellectual apparatus for a turn toward military modernization, 
offering more positive assessments of the military’s possible role as a gov- 
erning force and as a spur to economic and political development. 

‘The March 1959 release of the Draper Committee report on military as- 
sistance marked an important step on the road toward military moderniza- 
tion. The committee, chaired by former under secretary of the army William 
H. Draper Jr. and a roster of foreign policy luminaries, including John McCloy 
and Joseph Dodge, was formed in the fall of 1958 and tasked with offering a 
broad assessment of the U.S. MAP!” The committee recommended a reor- 
ganization of the U.S. aid program to enable long-range planning and short- 
circuit annual congressional budget battles, a major concern of scholars at 
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the Center for International Studies who bemoaned the State Department's in- 
ability to engage in the sort of long-range planning practiced by Soviet officials. 
More significantly, the Draper Committee’s second interim report, “Military 
Contributions to Economic and Social Projects,” recommended a reorganiza- 
tion of U.S. military assistance programs to “encourage the use of the armed 
forces of underdeveloped countries as a major transmission belt of socioeco- 
nomic reform and development.” It was one of the first official endorsements 
of military-led development and an early call for the dramatic expansion of 
what became known as civic action programs.” Discussing the results of the 
State Department’s recent study on the political implications of military 
takeovers in the third world, Admiral Arleigh Burke and CIA director Allen 
Dulles argued at a June 18 NSC meeting that the United States ought to ex- 
pand military training programs in Asia to include a wide range of civilian re- 
sponsibilities and to encourage Military Assistance Advisory Groups (MAAGs) 
to “develop useful and appropriate relationships with the rising military leaders 
and factions in the underdeveloped countries to which they were assigned.””' A 
few months later the semigovernmental RAND Corporation held a conference 
at which Lucian Pye, Guy Pauker, Edward Shils, and other scholars expanded 
on these ideas, exploring the role of the military as a potential modernizing 
force in the underdeveloped world through a series of historical case studies.” 
In the spring of 1960 CENIS published a report commissioned by the Senate 
Foreign Relations Committee that echoed the conclusions of the scholars at 
the RAND meeting, proposing that the United States consider military dic- 
tatorships as a vehicle for advancing modernization.” 

On the eve of the Kennedy administration’s dramatic turn toward inter- 
nal security, counterinsurgency, and civic action in the developing world, 
these scholars and officials lay the intellectual and policy groundwork for an 
embrace of military dictatorships. Over the next few years a proliferation of 
empirical and theoretical studies positively assessed the military’s role as a 
possible modernizing force in every part of the world.** These works made 
a number of broad claims. The first was that armies could help to break 
down local, tribal, religious, and class identities and train soldiers to identify 
with the nation as a whole, replacing particularistic affiliations with univer- 
sal ones and providing both solidarity and a degree of class and social mo- 
bility. The second claim was that in most developing countries the armed 
forces were among the most modern organizations, embracing innovation, 
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technology, and administrative rationalization and serving as catalysts for the 
rest of society.”> Moreover, by their very nature, as Marion Levy put it, armies 
“are the most efficient type of organization for combining maximum rates of 
modernization with maximum levels of stability and control.”’¢ In theory, 
the armed forces’ technocratic identity also gave them an “anti-political ori- 
entation” and a “sense of realism and detachment” with which to contem- 
plate the national interest. In practice, however, what U.S. officials and so- 
cial scientists most admired about armies in the developing world was 
precisely their political orientation, in particular, their willingness to repress 
radical political and social forces in the name of maintaining political stabil- 
ity and order.”’ 

Although supporters of U.S. military assistance both inside and outside the 
academy had long promoted armies as conservators of political stability, pro- 
ponents of military modernization also accepted and promoted a far greater 
role for the armed forces in directly managing the economies of developing 
countries. This conceptual turn carried two important policy implications 
that rippled through both the foreign aid establishment and the intersecting 
worlds of academia and private foundations in the early 1960s. Beginning in 
1961, the State Department recommended supplementing traditional mili- 
tary training for Indonesian officers with “specialized instruction designed 
[to] improve their ability [to] discharge civil administrative responsibilities,” 
including training in “legal [affairs], public safety, public health, welfare, fi- 
nance, and education, economics, property control, supply, management, 
[and] public communications.””* Training programs would thus penetrate 
both horizontally, across wide sectors of the economy and civilian bureau- 
cracy, and vertically, with civic action and police assistance enabling closer 
surveillance and control over rural populations. Encouraging armies to play 
a greater role in economic development and civilian administration, how- 
ever, meant accepting a greater degree of statism in economic policy than 
would previously have been conceivable, especially in countries like Indone- 
sia where the armed forces assumed control of significant sectors of the 
economy after the takeover of Dutch enterprises in 1957. Rather than facil- 
itate a turning away from autonomy, U.S. support for military moderniza- 
tion in the developing world might instead pit armies committed to state-led 
development and collective enterprise against Western-oriented technocrats 
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willing to rely on foreign capital, raw materials production, and open mar- 
kets as engines of growth. 

‘The RAND Corporation’s Guy Pauker acted as chief pitchman in pro- 
moting the Indonesian armed forces as a modernizing force. The Harvard- 
educated and Rumanian-born Pauker exemplified the crucial nexus between 
the intelligence community and academia in the 1950s and 1960s. A founder 
of the Committee on Comparative Politics at the University of Chicago, 
Pauker first traveled to Indonesia under the auspices of the Center for In- 
ternational Studies Indonesia project in 1954 to explore the political barri- 
ers to Indonesian development.” During this and subsequent visits with the 
RAND Corporation, which he joined in 1958, Pauker cultivated close ties 
with many of the Indonesian army’s highest ranking officers, as well as with 
high-level NSC, Pentagon, and CIA officials. He rather immodestly claimed 
that he was “the first who got interested in the role of the military in eco- 
nomic development’; in nearly a score of scholarly articles and RAND Cor- 
poration reports he relentlessly argued the hard-liners’ case for relying on 
the Indonesian army to promote U.S. interests and Indonesian development, 
even as he doubted whether it was ruthless enough under Nasution’s leader- 
ship to do the job.*° One scholar has suggested that Pauker, like other mili- 
tary modernization theorists, “did not insist that rule by military men was 
the best of both worlds but only that regimes controlled by military men still 
left open the possibility of development in a democratic direction.”?! 

Collectively, however, Pauker’s works, prefiguring Samuel Huntington’s 
conservative critique of modernization theory in the late 1960s, strongly 
suggested that democracy ought not be the goal of modernization and that 
Washington should side with military-led regimes as a matter of both expe- 
diency and principle as developing nations passed through the turbulent 
middle phases of economic and political development. Political scientist 
Amos Perlmutter even suggested that “praetorianism” might itself be a 
phase of development, a natural and inevitable feature of the modernization 
process and therefore morally neutral with regard to its implications for U.S. 
policy.” Surveying the field in 1971, as challengers to modernization theory 
were picking it apart from all sides, Henry Bienen observed that between 
1959 and 1965 “military rule was seen as a practicable and stable alternative 
when parliamentary, democratic regimes faltered; as the only noncommunist 
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rule possible in power vacuums, and as the most efficient organizations for 
modernity and stability.” During this period “academic opponents of the 
conception of militaries as modernizing institutions largely left the field” as 
the institutional, professional, and financial encouragement for such research 
evaporated and as Washington’s support for military assistance to develop- 
ing world armies grew.** 

By 1963 military modernization theory had become widely accepted in 
policy-making circles. Under Walt Rostow’s guidance in January of that year 
the State Department Policy Planning Staff (PPS) prepared a lengthy study, 
“Role of the Military in the Underdeveloped Areas.” In the past, the study 
argued, American policy had emphasized civilian supremacy over the armed 
forces in postcolonial states, in line with its general optimism about the 
prospects for democratic, parliamentary development. The United States, 
however, had failed to take into account the potential of the military as “a 
powerful potential group of ‘modernizers’ and a conduit [for] contemporary 
Western thought and values.” The PPS suggested that “contemporary analy- 
ses of modernization, which dramatize the evolutionary character of move- 
ment from a traditional to a modern democratic society, which account for 
the inevitability of the military role and, which in a sense legitimize that role 
to a degree, provide a basis for a more coherent U.S. doctrine.” This meant 
encouraging patterns of economic development “in which the military see 
themselves as deeply involved in the process of modernization but in a role as 
cooperative partnership with civil authorities” and instilling a new concept of 
“total security” in which soldiers view themselves as insurance against both 
external invasion and internal subversion. In short, the PPS paper proposed 
a political doctrine that wedded modernization theory to U.S. support for 
national security states everywhere that alleged insurgency and subversion 
reared their ugly heads.** It also represented a clear synthesis of an emergent 
scholarly consensus in favor of military-led development. (Not everyone 
joined in the chorus, however. George Kennan offered a trenchant critique 
of the intellectual underpinnings of the Basic National Security Policy 
[BSNP] and modernization theory more generally in a long memo to Walt 
Rostow, writing, “I suspect rapid social change itself to be the deepest cause 
of political instability and violence. For this reason, I expect no good to 
come of the sort of precipitate development which you so warmly embrace.” 
Kennan also recognized the extent to which his thinking “has departed from 
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that which is not only reflected in your paper but is already accepted by a 
large portion of our intellectual community.”)* 

‘The Kennedy administration’s military assistance proposals for Indonesia 
can be understood only in the context of this broader shift in favor of mili- 
tary modernization and the administration’s doctrinal commitment to civic 
action and counterinsurgency throughout the developing world.*° Kennedy 
administration officials arrived in Washington convinced that the Soviet 
Union had shifted its tactics to exploit the turmoil accompanying the process 
of modernization, especially in Latin America and Asia. Just a year earlier 
the Cuban Revolution had awakened many policymakers to the possibility of 
revolutionary change sweeping the Western hemisphere. The formation of 
the National Liberation Front in Vietnam and the intensification of a Com- 
munist-based insurgency in Laos augured similar challenges in Southeast 
Asia. As a result, Kennedy concluded that both the U.S. foreign aid program 
and the U.S. way of war fighting itself had to change.*” In many ways Wash- 
ington’s effort to delineate and police the boundaries of acceptable political 
and economic development was predictable, even in the absence of Soviet 
or Chinese opportunism, and transcended Cold War concerns.** But Nikita 
Khrushchev’s January 6, 1961, speech offering rhetorical support for “wars 
of national liberation” appeared to confirm the Soviet Union’s new strategy, 
prompting U.S. embassies everywhere to look for signs of incipient subver- 
sion behind every protest by restive workers or repressed peasants. 

The newly elected president responded to this challenge by promoting a 
bureaucratic and doctrinal shift away from conventional military tactics and 
toward “unconventional warfare and paramilitary operations” directed at in- 
ternal unrest.*? The State Department’s Western Hemispheric Division devel- 
oped a comprehensive plan in late 1960 to redirect Latin American militaries 
away from their previous focus on hemispheric defense toward internal se- 
curity and military modernization, a shift ratified by Kennedy in September 
1961 when he issued National Security Action Memorandum (NSAM) 88. 
Now MAP resources, training, and equipment would “encourage military 
involvement in both internal security and economic development” through- 
out the hemisphere and, eventually, throughout the developing world.” Sim- 
ilar efforts to institutionalize a new focus on counterinsurgency sprouted like 
spring bulbs in the national security bureaucracy as administration officials be- 
gan to review U.S. counterinsurgency policy and evaluate the organizational 
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and material requirements for an intensified focus on unconventional war- 
fare." In January 1962 Kennedy signed NSAM 124, creating the special group 
for counterinsurgency, which was responsible for developing and reviewing 
counterinsurgency programs.” Attorney General Robert Kennedy, who shared 
his brother’s fascination with counterinsurgency, joined the special group 
shortly after its formation and gave the group both the president’s imprimatur 
and a direct line to the White House. 

The operational results of this commitment to counterinsurgency varied 
according to the perceived threat of guerrilla or other insurgent movements 
in particular nations. In large swaths of Central and Latin America this re- 
orientation led predictably to the formation of U.S.-backed national security 
states and nascent death squad regimes, with Guatemala—a showcase for the 
new focus on counterinsurgency—leading the way.” Counterinsurgency 
doctrines “linked development to internal defense,” argued Michael Mc- 
Clintock, “making it dependent upon enhanced security” and “placing devel- 
opment at a disadvantage from the start” virtually everywhere the doctrine 
took root. This was also the case in Indonesia, where the army simultane- 
ously pursued a counterinsurgency strategy against internal opponents while 
greatly expanding its political and economic power following the 1957 dec- 
laration of martial law and the takeover of Dutch enterprises, in part by cre- 
ating clientelistic businesses and functional organizations serving the armed 
forces’ institutional and economic interests. 

Civic action programs dovetailed perfectly with modernization theorists’ 
emphasis on the constructive role of the military in safeguarding stability 
and shepherding the development process.* As noted earlier, Lucian Pye of 
MIT, among others, argued that military elites in developing countries, be- 
cause of their devotion to “professionalism, order, efficiency, industrial de- 
velopment and technological progress,” could serve as modernizing agents 
while maintaining internal security “in the face of efforts of communist 
forces to exploit the existing conditions of wide-spread poverty.”* In coun- 
tries that sought to establish the preconditions for self-sustaining growth but 
that had large armies, poor infrastructure, and shortages of skilled person- 
nel, civic action programs could thus meet multiple needs at once. The 
armed forces could adapt their mission by helping to build civilian infra- 
structure, establishing closer links between the military and rural popula- 
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tions, and serving as transmission belts for Western ideas, all while expand- 
ing military control in areas threatened by real or imagined insurgency.” 

By the fall of 1961, as NSC staff assistant Harold Saunders pointed out, 
two distinct lines of thought on civic action had developed, reflecting both 
jurisdictional disputes and differing perspectives on the goals of civic action 
as a military-political doctrine. Pentagon officials saw civic action playing a 
limited role in such countries as Vietnam, with short-term military goals 
predominating and “economic development an incidental by-product.” 
‘They were joined by Guy Pauker of the RAND Corporation, who bran- 
dished studies based on rational choice theory, which “questioned the efficacy 
of psychological, social and civic action as effective weapons for winning the 
insurgent brushfires of the Cold War.” Nonmilitary planners, mostly within 
AID and the State Department, stressed the “nation-building” potential of 
civic action programs, viewing them as “a tool in long-term economic and 
social development.” Klaus Knorr of Princeton’s Center for International 
Studies argued that “civic action is not just a useful way to hedge one’s bets in 
an internal war situation . . . but the key to the whole situation.” As MAP plans 
for FY 1963 worked their way through the bureaucracy, Saunders warned 
Walt Rostow that a “basic choice of emphasis” about civic action was re- 
quired.** At Rostow’s prompting, in December 1961 Saunders drafted NSAM 
119, which split the difference between the competing visions of civic action 
by insisting it could serve differing roles in countries “fighting active cam- 
paigns against internal subversion,” those threatened by external aggression, 
and those “where subversion or attack is less imminent.” Indonesia fell into 
the last category. Where possible, such activities were to be coordinated with 
other programs directed at the same goals, including military assistance, para- 
military assistance, police training, the Peace Corps, and covert operations.” 

From the start U.S. officials held up Indonesia as a crucial testing ground 
for this vision of civic action: as a nation building exercise, as a counterinsur- 
gency strategy, and, not incidentally, as a front for covert operations aimed at 
undermining the PKI. In December 1961 the special group for counterin- 
surgency authorized the use of funds for the “covert training of selected per- 
sonnel and civilians, who will be placed in key positions in the (deleted) civic 
action program” and engage in various anti-Communist activities.°° With the 
approval of pro civic action forces in the Department of Defense, the NSC, 
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and Jakarta, the Pentagon included $4 million in FY 1963-1964 funding, out 
of a proposed two-year total of $53.3 million in military aid for Indonesia, 
for a modest civic action program.”! But the conflict over West Irian and op- 
position from supporters of the Netherlands, including Dean Rusk, derailed 
civic action plans for much of 1962. The State Department predicted it 
might be a year before civil action programs were implemented in Jakarta. 
Robert Komer complained to McGeorge Bundy that “we’re a long way from 
self-sustaining growth” because civic action and police training “are re- 
garded as marginal to the main tasks of the agencies concerned.” The Pen- 
tagon and Congress never really bought the developmental logic behind 
such programs, viewing short-term security interests as paramount and dis- 
missing programs that distracted from that focus. In many ways Indonesia 
typified the problems that civic action advocates had in pressing their case 
for aid to nations not threatened by active insurgency. “It is simply much 
easier to get people moving on active problems like Laos, Vietnam or Thai- 
land,” Komer explained, “than to get them to focus on the preventative 
medicine needed to forestall such problems arising elsewhere.”*>} As Indone- 
sia and the Netherlands lurched toward a settlement on West Irian, how- 
ever, mid-level NSC and State Department officials began pushing harder 
for such medicine. Ambassador Jones led the charge from Jakarta, pointing 
to Indonesia as a “major test case for civic action in a relatively peaceful en- 
vironment” and as a challenge to proponents of the military as a moderniz- 
ing force in developing nations.** 

The development of military modernization theory in the United States 
paralleled the emergence between 1958 and 1962 of the Indonesian army’s 
own doctrine of territorial warfare and management. Following the outbreak 
of the PRRI revolts, in 1958 the army began reviewing its own requirements 
for counterinsurgency warfare and concluded that the armed forces needed 
to develop greater grassroots support and involvement throughout the coun- 
try in order to effectively defend the nation from external attack or internal 
subversion. The declaration of martial law, takeover of Dutch estates, and 
army leaders’ deeply held belief that leadership in the independence strug- 
gle conferred the right and duty to involve themselves in all areas of national 
life reinforced this conviction. Moreover, Sukarno’s declaration of Guided 
Democracy, which the army supported, appeared to vindicate the mistrust 
that many military leaders held for the political parties, especially the PKI, 
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whom they judged responsible for the nation’s political and economic prob- 
lems and the regional crisis.*° 

More than any Indonesian military figure, General Abdul Harris Nasu- 
tion deserves credit for formulating the doctrine of territorial warfare and 
management. A brilliant soldier and military strategist, Nasution, after grad- 
uating from the Bandung Military Academy in 1942, led civil defense forces 
in Bandung during the Japanese occupation. After the Japanese surrender he 
commanded the crack Siliwangi Division of the Indonesian army, fighting 
against the Dutch, before being named armed forces chief of staff in 1949 and 
again in 1955. In 1953 Nasution wrote a lengthy analysis of guerrilla warfare 
based in part on his understanding of Indonesia’s success against militarily su- 
perior Dutch military forces during the Indonesian independence struggle. In 
his writings on conducting both guerrilla and counterguerrilla operations, 
Nasution emphasized the need to address the socioeconomic causes of revolt 
and to build local support for the government, arguing that such goals ne- 
cessitated the creation of counterinsurgency units oriented toward internal 
defense and operationally distinct from the regular army.°° 

Under the doctrine Indonesia was divided into regions that would be in- 
dependently organized to defend against external attack, a notion that also 
provided the basis for the army’s doctrine of civic mission. As explained to 
Guy Pauker, the army’s intention was “not to establish a military regime but 
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to pursue Nasution’s ‘third way’” between civilian supremacy and outright 
military rule, declaring itself a “functional group” under Guided Democracy 
that merited inclusion in the Parliament, cabinet, and state bureaucracies. 
Far more than a mere war-fighting plan, however, the doctrine of territor- 
ial warfare and management was a statement of the military’s view on civil- 
military relations, a permanent justification for maintaining its prominent 
role in politics, the state, and the economy and laying the foundation for 
possible military rule. The August 1959 creation of the National Develop- 
ment Planning Agency (BAPPENAS) and its subsequent formulation of the 
Eight-Year Overall Development Plan in 1960 spurred the armed forces 
leader to name a committee headed by air force commodore Siswadi and 
army colonel Suwarto, working in consultation with U.S.-trained economists 
such as Mohammed Sadli, Widjojo Nitisastro, and Subroto of the Univer- 
sity of Indonesia’s School of Economics, to outline their own plans for the 
military’s role in the nation’s economic development.*” 
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Armed forces leaders’ efforts derived added urgency from three related de- 
velopments: their campaign to defeat the Darul Islam insurgency in West Java 
and Aceh, the PKT’s increasing emphasis on the organization of rural areas, 
and the prospective end in 1963 of the state of emergency declared during the 
PRRI revolts. The insurgency in Aceh reflected long-running local grievances 
and a fierce independence on the part of its largely conservative Muslim in- 
habitants, many of whom resisted both Dutch (who never fully pacified the 
region) and Indonesian control and sought to create an Islamic state or an 
autonomous region in control of its own resources.** Hoping finally to bring 
the insurgencies in Aceh and West Java under control, Brigadier General 
Adjie of the army’s Siliwangi Division inaugurated a homegrown version of 
the civic action programs then gaining currency among State Department 
and Pentagon planners in Washington. Adjie targeted those areas most heav- 
ily damaged in the fighting with the Darul Islam for rural development and 
reconstruction projects by local army units, who repaired rice fields and roads 
and built public buildings in a bid to gain popular support.*? 

‘The Indonesian armed forces’ doctrinal shift also stemmed from the 
PKI’s turn toward the countryside and the prospective end of martial law. 
Beginning in 1959, party leaders proposed a “concerted effort to organize 
the peasantry” and began encouraging an elite cadre to move to and work in 
rural areas, forming farmer and peasant organizations and propagandizing in 
favor of implementing long-stalled land reform legislation.’ Sukarno’s 
proclamation of Guided Democracy, the subsequent constriction of the 
PKI’s political options, and the party’s steady gravitation toward China in 
the Sino-Soviet split provided additional impetus for a turn toward the 
countryside. Although the PKI’s rural campaigns would achieve mixed suc- 
cess and provoked considerable and often violent opposition, especially 
among Muslim organizations in East and Central Java, military leaders ex- 
pressed great anxiety at the party’s growing radicalism and viewed rural de- 
velopment and civic mission projects as a means of diluting the PKI’s appeal 
among Indonesian peasants. 

By 1962 the army’s civic mission was absorbing some 4o percent of its 
manpower in rural development projects and had become “a major preoccu- 
pation of the Ministry of Defense and of the Army General Staff.” Military 
leaders used the dramatic expansion of the army’s noncombat role to rebut 
critics, including the PKI, who charged that chronic budget deficits and the 
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looming end of the country’s state of emergency in 1963 warranted a reduc- 
tion in the size of the 350,o00-strong armed forces.°! Indonesia’s Western 
supporters viewed civic action in similar terms. At a time when ongoing 
Dutch-Indonesian negotiations limited Washington’s ability to supply heavy 
arms, civic action also provided a “cheap and non-controversial” way of back- 
ing the Indonesian military.“ What Indonesia’s doctrine of civic mission and 
territorial warfare also demonstrates is how theories of military moderniza- 
tion promoted in the United States found willing audiences in many coun- 
tries where armed forces establishments were already seeking to justify a 
greater role in the economy, state, and society. 

What civic action supporters needed was White House approval to reverse 
the freeze on MAP funds for Indonesia imposed in January because of its mil- 
itary campaign in West New Guinea. The Dutch were firmly opposed to any 
resumption of military aid to Indonesia so long as Sukarno threatened West 
New Guinea, a position backed by Secretary of State Rusk and the European 
desk of the State Department. In an effort to break the logjam, William 
Bundy recommended that Kennedy restore the MAP for Jakarta but reassure 
the Dutch that U.S. aid would not enhance Indonesia’s military capabilities 
against West New Guinea.® The president supported Bundy’s position and, 
over Rusk’s opposition, authorized $4.3 million in MAP funds in June 1962, 
including the initial installment on an archipelago-wide fixed communication 
system for the army. Kennedy’s actions also signaled to CAP supporters that 
they could accelerate plans to send a civic action team to Indonesia and lay 
the groundwork for a full-fledged program.“ 

Police training also played a crucial and underappreciated role in the United 
States’s counterinsurgency approach to Indonesia. Indonesia in the early 1960s 
posed distinct counterinsurgency challenges for U.S. officials compared to 
South Vietnam, Laos, or Guatemala—countries that faced active guerrilla or 
insurgent movements, benefited from massive U.S. military assistance and 
training, and received little or no Soviet aid. Indonesia in the summer of 
1962 was the largest non-Communist bloc recipient of Soviet military and 
economic aid—directed primarily at the navy and air force—and was home 
to the world’s largest nonbloc Communist party; it faced no significant inter- 
nal threats and received comparatively little U.S. military assistance. More- 
over, Indonesia’s economy was deteriorating almost as rapidly as the fortunes 
of the PKI were rising. The United States thus faced the challenge of devising 
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tools commensurate with the nature of the threat posed by Communism in 
Indonesia and with the relatively limited reach of its own influence. 

Police training fit the bill. Kennedy’s support for police training in Indo- 
nesia reflected both long-standing U.S. practice and a renewed interest in 
police assistance programs as an “essential element in our counterinsurgency 
effort.”® Director of the Office of Southwest Pacific Affairs Francis Under- 
hill explained that “the rationale for help to the police was that internal or- 
der and stability was essential for economic development just as develop- 
ment was the essential underpinning of stability.”** Without strong and 
modern police services, the International Cooperation Administration (ICA) 
warned that “much of the development effort may be dissipated in disorder, 
confusion and frustration.” U.S. police assistance could help rationalize po- 
lice forces using the latest technology and training and, in doing so, help ra- 
tionalize the development process itself. 

In addition, by their nature and function police forces were ideally suited 
to detecting and neutralizing domestic subversion in its early stages. U.S. 
police assistance to Indonesia fudged the line between counterinsurgency 
and civic action, providing training—as did assistance to the army—for par- 
ticipation in rural reconstruction and road-building projects in addition to 
its more traditional functions. AID administrator David Bell explained to 
Congress in 1965 that “the police are a most sensitive point of contact be- 
tween government and people, close to the focal points of unrest, and... 
better trained and equipped than the military to deal with minor forms of vi- 
olence, conspiracy and subversion.” Effective police assistance, as Robert 
Kennedy put it to Dean Rusk and Robert McNamara, would enable friendly 
governments to maintain order “without the necessity of firing upon civilian 
demonstrators who are often composed of students.”” The United States 
had offered limited assistance to Indonesia’s Mobile Police Brigade as early 
as 1949 and began formal police training in Indonesia in 1955 under the aus- 
pices of the ICA’s Public Safety Program. In 1960 the police were formally 
incorporated into the armed forces and brought under military command, 
institutionalizing their increasing focus on internal security. Both the De- 
fense Department and the CIA also retained their own role in supporting 
paramilitary police forces in Indonesia. According to a secret 1962 report on 
police training, the CIA “financed and directed police assistance programs in 
‘Turkey, Thailand and Indonesia which had overt as well as covert aspects” 
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and which aimed at “neutralizing . . . subversive individuals and organiza- 
tions.””° Robert Amory, the deputy director of intelligence for the CIA in 
the Kennedy administration, recalls that the CIA worked “very closely with 
AID” on the task of developing internal police forces, which was “dangerous 
ground because you can get to Gestapo-type tactics.””! Congressional critics 
of U.S. assistance to Indonesia’s police drew just this connection.” 

The ICA’s Public Safety Program helped to shape both the organization 
and the practices of the Indonesian police. U.S. funds helped to develop an 
integrated police educational system in Indonesia based on U.S. pedagogy, 
and American advisers gave lectures and wrote lesson plans and texts for In- 
donesia’s police academies, with more than 300 police officers training in the 
United States or other allied countries. AID funds also helped to construct a 
police communications center in Jakarta and established the “first link in an 
archipelago-wide radio-teletype system,” and PL 480 counterpart funds 
were used to construct a “secure message center and code room” at the Na- 
tional Police Headquarters, at the time the only secure communications net- 
work in Indonesia.” As it expanded its counterinsurgency commitment to 
Indonesia, the Kennedy administration naturally looked to the Mobile Po- 
lice Brigade, a 23,000-strong paramilitary police force focused on counter- 
insurgency and the prevention of “disturbances, demonstrations, riots,” and 
other offenses “of a political, economic and criminal nature.” Both the chief 
of the Indonesian State Police, General Sukarno Djojonegoro, and the chief of 
the Mobile Police Brigade, First Colonel Soetjipto Joedodihardjo, had been 
to the United States for training or to visit with their American counter- 
parts.” Both Indonesian and U.S. officials recognized the symbiotic rela- 
tionship between the civic action program and aid to the Mobile Police 
Brigade. They argued that, to prevent the PKI from ascending to power, the 
army must “shift from primary reliance on its military security mission to a 
greater contribution to economic development”; this shift would increase 
the Mobile Police Brigade’s importance in the overall U.S. counterinsur- 
gency program.”¢ 

USS. officials naturally sought to apply successful civic action and coun- 
terinsurgency lessons from Indonesia to Vietnam. General Maxwell Taylor’s 
November 1961 report to President Kennedy recommended a dramatic hike 
in U.S. military assistance and training to South Vietnam; the aid included 
expanded civic action and police training. A concurrent study by the State 
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Department’s Bureau of Intelligence and Research (INR) on the implica- 
tions of the turn to guerrilla warfare in southern Vietnam recommended the 
Indonesian police force, and U.S. training for it, as a particularly effective 
example of the possibilities of police involvement in civic action, intelligence 
gathering, and counterguerrilla activity.” The significance of American po- 
lice assistance to Indonesia can only truly be appreciated by comparison with 
other leading aid recipients. Indonesia trailed only South Vietnam in public 
safety assistance in 1963 and received 50 percent more aid than Thailand. 
Had the United States not curtailed assistance because of Konfrontasi, the 
projected U.S. Public Safety Program for Indonesia in 1964 would have 
been the world’s largest, more than twice the size of Vietnam’s and twice the 
size of the programs for Pakistan and Thailand (the next two leading recip- 
ients) combined. For the period 1956-1973 only Vietnam and Thailand re- 
ceived more overall police aid than Indonesia.’* Although unrecognized by 
historians, police assistance was an anchor of the Kennedy administration’s 
development and counterinsurgency strategy for Indonesia.” 

‘The West Irian settlement was a boon to advocates of police assistance and 
civic action in both governments. In Washington the settlement removed the 
primary barrier to a closer relationship with the Indonesian armed forces 
even as it raised congressional ire over the Kennedy administration’s per- 
ceived support for Sukarno. In Indonesia it temporarily strengthened the 
hand of General Nasution, who had long advocated a partial demobilization 
of the military as a way to streamline and professionalize the services and re- 
duce their burden on the fragile economy.*” Demobilizing thousands of sol- 
diers in the midst of rapid economic decline, however, invited political in- 
stability, and the army “feared the social consequences of unemployment 
and the potential gain for the PKI.” U.S. officials hoped that a big civic ac- 
tion program would help cushion this “inevitable army letdown” and stave 
off pressure for a reduction in the army’s size or influence.*! Along with po- 
lice assistance programs, civic action offered a solution to the country’s se- 
curity and development needs that matched the ideological and organiza- 
tional requirements of the Indonesian army in a “post-West New Guinea 
climate” with the ideological focus of U.S. officials on the military as a mod- 
ernizing force.*” 

As Indonesia and the Netherlands initialed the New York Agreement, 
which formally ended Jakarta’s long struggle to “regain” West New Guinea, 
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Kennedy administration officials looked to capitalize on the U.S. role in 
bringing about a settlement to expand economic and military assistance to 
Indonesia. “Capital of the sort we’ve gained is a transitory asset to be used 
while it’s still good,” Robert Komer wrote President Kennedy, adding that “we 
cannot afford not to compete [with the Soviets] for such a prize.”*? Kennedy 
agreed and signed off on NSAM 179, which called for an interagency review 
to explore “expanded civic action, military aid, and economic stabilization and 
development programs” for Indonesia, with the goal of coordinating the 
emerging strands of U.S. strategy into a coherent plan of action. 

‘The Humphrey mission estimated in early 1962 that Indonesia needed 
$2 50-$3 30 million to stabilize its economy and lay the foundation for long- 
range development.® In return for mobilizing the international community 
and a skeptical Congress to support a long-range development program, 
U.S. officials expected the Indonesian government to commit to a far-reach- 
ing IMF-led regime of economic stabilization. Submitting to IMF strictures 
would effectively reverse Indonesia’s nascent attempt to pursue a program of 
state-led development, and the Kennedy administration viewed Indonesian 
compliance as a “necessary guid pro quo to our effort to provide resources for 
a pragmatic, rationally managed development program.”*° 

Officials at Foggy Bottom, the Pentagon, and AID quickly agreed to fund 
what the Humphrey mission had called its “minimum” program of aid— 
AID technical assistance, Food for Peace surplus agricultural sales, and a 
MAP involving expanded civic action and police training. But while accept- 
ing the logic of modernization, many officials questioned whether the 
United States could effectively intervene on the scale needed to stabilize In- 
donesia’s economy and steer it along this path. For starters, U.S. officials dis- 
agreed about how serious Indonesia’s economic and political situation really 
was and what this implied for U.S. action.*” Even assuming that Indonesia 
faced an immediate crisis, as Ambassador Jones and AID officials argued, 
critics of the maximum program of aid were skeptical about Sukarno’s com- 
mitment to a serious stabilization effort.** Many Indonesian economists re- 
mained unconvinced that inflation was an impediment to economic devel- 
opment and viewed U.S. and IMF calls for fiscal austerity and monetary 
reform with derision.®? Skeptics also worried that the Indonesian economy 
was “not currently organized to digest a crash program of aid efficiently,” 
that it lacked the absorptive capacity for a large aid program at its current 


84 DEVELOPING A COUNTERINSURGENCY STATE 


state of development.” The problem, Harold Saunders explained to Kennedy, 
was that despite Indonesia’s grave economic situation, the United States did 
“not have a great deal of leverage to bring them around to a more realistic 
economic policy.”®! Washington, however, would inevitably be linked to the 
results, and if stabilization failed, Michael Forrestal observed, the United 
States could not “hide behind the skirts of the IMF.” To avoid blame for the 
“necessarily harsh and negative” consequences of an IMF stabilization pro- 
gram, George Ball argued, Washington needed to combine stabilization 
with a “positive developmental approach.”” 

Ambassador Jones and his supporters argued persistently that Indonesia 
was worth the risk “of at least partial failure” accompanying a larger aid 
commitment because the worst scenario—the PKI’s ascension to power— 
was almost too grim to contemplate. Michael Forrestal, Harold Saunders, 
and others were not so sure, predicting that “it would take something of a 
political revolution to get a meaningful program through Congress” and 
that the political outcry from “even indirectly paying off [Indonesian] debt 
incurred for military equipment in the Soviet Union would be deafening” on 
Capitol Hill.” Interagency discussion of the administration’s plans for Indo- 
nesia, however, ratified two crucial shifts in U.S. policy. First, even if officials 
disagreed on the timing, U.S. policy would now aim to “solve Indonesia’s 
stabilization and recovery problems and eventually launch a national develop- 
ment plan.””* Second, the United States now gave the nod to multilateralism 
and emphasized the need to work with other Western countries through the 
Development Assistance Committee (DAC), the IME, and the World Bank, 
an emphasis that would guide U.S. policy through the rest of the 1960s. 

The Kennedy administration particularly sought a greater Japanese role 
in aiding Jakarta, wanting Tokyo to develop greater trade and aid ties to 
Southeast Asia both to underwrite economic development and to forward 
regional economic integration. Writing to Dean Rusk, Roger Hilsman “en- 
visioned Japan playing a special role of ‘consultation and collaboration’ in 
the ‘development of free Asian societies.’”” U.S. officials, for example, en- 
couraged Japan to tie reparations payments to Indonesia (amounting to 
more than $200 million) to the purchase of Japanese goods and services and 
used PL 480 credits to Jakarta to channel cotton through Japan for process- 
ing. Japanese reparations funded construction of irrigation and flood control 
projects, nearly half of Indonesia’s textile and paper mills, and a dam on the 
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Brantas River in East Java. More spectacular were the fourteen-story Hotel 
Indonesia in Jakarta (built in 1962) and the National Monument (Monas) in 
Merdeka Square. In the period 1950-1963 Japan provided $623 million in 
economic assistance to Jakarta, second only to the United States at $711 mil- 
lion and eclipsing it by 1965, when Indonesia “came to be seen as the cen- 
terpiece of Japanese policy in the region.” It is no coincidence that the 
Kennedy administration’s interest in Japanese assistance to Jakarta height- 
ened just as it was developing its post—-West Irian strategy. 

The plan of action developed in the wake of NSAM 179 envisioned a 
three-pronged approach: committing Sukarno to economic stabilization, 
collaborating with “those Indonesian civilian leaders who are most inter- 
ested in the modernization and development of Indonesia,” and strengthen- 
ing the army’s role in “economic and social development activities.””” U.S. 
and international assistance, in turn, would be made contingent on Indone- 
sia’s adoption of a “far-reaching” stabilization program along the lines rec- 
ommended by the IMF in July, allowing Jakarta to draw up to $82.5 million 
in additional loans from the IME.” If stabilization succeeded, Indonesia’s 
balance of payments recovered, and Sukarno stayed on the road to economic 
reform, the United States could look toward the long-term development as- 
sistance outlined in the Humphrey mission report and aimed at building up 
Indonesia’s industrial, agricultural, and transportation infrastructure. Ben- 
jamin Higgins, whom Ben Anderson has called the “doyen of the Indone- 
sianist economists,” asserted that in Indonesia “a ‘big push’ is needed, not 
only from the economic point of view but from the sociological and political 
viewpoint,” arguing that the country was at an “optimal moment for launch- 
ing development, a short period of time when sociological, political and eco- 
nomic factors coalesce to provide a climate unusually favorable for takeoff 
into economic growth.”” 

Many U.S. officials agreed. George Ball sent President Kennedy the in- 
teragency plan of action on October ro, the day before he met with Ambas- 
sador Jones, who was in Washington for consultations related to the NSAM 
179 process. Jones argued that “time was of the essence” if the United States 
was to “effectively exploit the favorable position we had in Indonesia.”!” 
Michael Forrestal, however, warned Kennedy against indicating “at this stage 
even by implication that we stand ready to finance stabilization,” at least un- 
til Sukarno had proved his commitment to enacting basic reforms.'! At least 
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on paper, Forrestal, Saunders, and other advocates of the slow and steady road 
won out. On October 22, while the world’s attention was fixed ninety miles off 
the coast of Florida, President Kennedy took time out to sign NSAM 195. 
The president approved the so-called minimum program of aid and ostensibly 
deferred the thorny question of Washington’s role in Indonesia’s long-term 
development for future consideration.'” 

‘The debate over the Kennedy administration’s post-West Irian strategy for 
Indonesia was framed by the logic and language of military modernization. In 
the goals they set out, the means they devised, and even their criticism of dif- 
ferent policy options, administration officials demonstrated their faith that the 
right mix of economic and military aid, properly timed and guided by West- 
ern expertise, could propel Indonesia along the developmental path trod by 
the United States. The key questions, at least within the White House, were 
ones of timing. Most administration officials probably agreed with Roger 
Hilsman when he explained to a skeptical congressman that the United States 
was now “in a position to press discreetly for a re-direction of Indonesia’s 
economy toward a more rational pattern which cannot help but affect the 
country’s political orientation.” The next step was convincing Indonesia to 
adopt an IMF-led program of stabilization, the indispensable first step in the 
Kennedy administration’s post-West Irian strategy.!°? However, U.S. officials 
had yet to acknowledge the contradictions between their far-reaching ambi- 
tions for Indonesia, the limited means and determination at their disposal, 
congressional opposition to their plans, and Indonesia’s determination to chart 
an autonomous trajectory of political and economic development. 


CHAPTER 4 


The Road from Stabilization to Konfrontasi 


With the resolution of the West New Guinea crisis Indonesia had achieved 
the territorial unity that it had been seeking since independence, although at 
enormous cost to its economy. Now the nation’s neighbors and Western ob- 
servers wondered what Sukarno would do to refocus the political passions he 
had harnessed to the Trikora mobilization. The British Foreign Office con- 
cluded that “excessive optimism is unjustified” and that the “essentially mili- 
tary nature” of Indonesia’s victory would likely encourage it to make territo- 
rial claims elsewhere in the region, especially given Washington’s reluctance 
to threaten military force.' Few, however, thought that Sukarno might attempt 
to block British plans to create Malaysia out of the remains of its former 
Southeast Asian empire, launching in the fall of 1963 a policy of confrontation 
that would accelerate Indonesia’s economic decline, internal political crisis, 
and alienation from the West. 

President Sukarno suggested that Indonesia might now redirect political 
attention to the mammoth task of economic development, and U.S. officials 
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hoped to direct those energies to an integrated program of economic and 
military assistance. The day after the signing of the U.N. agreement on 
West New Guinea, Robert Komer prompted President Kennedy to issue 
National Security Action Memorandum (NSAM) 179. The memorandum 
called for an interagency review of Indonesia policy to explore the possibil- 
ity of expanded military and economic assistance and support for economic 
stabilization and development along lines desired by the IMF and Western 
foreign aid donors. “Having invested so much in maneuvering a West New 
Guinea settlement for the express purpose of giving us leverage” in Wash- 
ington’s competition with the Soviet Union, he wrote the president, “we'd 
be foolish not to follow through.” 

Although the State Department and IMF officials spoke of “economic 
stabilization” in morally and politically neutral terms as a return to eco- 
nomic rationality, the potential implications of economic stabilization for In- 
donesia were dramatic. They involved the liberalization of the Indonesian 
economy, acceptance of the strictures of foreign creditors, the elimination of 
subsidies for basic consumption, encouragement of foreign investment in 
the extractive sector, and a diminished role for the state—in short, the dis- 
mantling of Indonesia’s plans for Guided Economy and integration into the 
regional and world economy on Western terms. Critics of IMF policies to- 
ward the developing world now have the language to describe what was be- 
ing proposed—a structural adjustment policy, or SAP. The Kennedy admin- 
istration was reluctant to involve itself in the politics of “sapping” Indonesia 
because support in both Jakarta and Washington was slim, the prospects for 
success dubious, and the consequences of failure potentially catastrophic. 
But stabilization was the sine qua non of the administration’s post-West 
Irian strategy. Moreover, U.S. officials recognized that Indonesia’s willing- 
ness and ability to embark on this uncertain course was directly tied to the 
degree of backing Indonesia could expect from the United States. 

Their task was threefold: to convince Sukarno to embrace the need for 
liberal economic reforms and reject conflict with Malaysia, to mobilize U.S. 
allies and the IMF in support of Jakarta, and to ram the U.S. aid package for 
Indonesia through a hostile Congress. As with civic action and police assis- 
tance, the United States began working on this track with the IMF and its 
allies long before Kennedy signed his Plan of Action for Indonesia.? In May 
1962 an IMF study team traveled to Indonesia and called for what would 
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later be seen as a classic structural adjustment package: fiscal austerity, in- 
creased production of raw materials for export, an end to state subsidies for 
domestic consumption, devaluation of the rupiah, termination of multiple 
exchange rates, and tight credit policies to reign in runaway inflation.’ U.S. 
officials concurred with the IMF’s recommendations, although they were 
convinced that only an end to the West Irian crisis would create the condi- 
tions for tackling Indonesia’s economic problems. Even so, Ambassador 
Jones suggested, “It is... not premature to attempt to lay [the] groundwork 
for [a] later stabilization effort” and “to bring facts of life to [the] attention 
of the government.”* Sukarno saw things a bit differently. After being given 
a watered-down version of the Humphrey report that downplayed U.S. con- 
cerns, he illustrated his expectations of U.S. aid to Assistant Secretary of Com- 
merce Hickman Price by “making sweeping motions of hands as if raking in 
[a] bountiful harvest of dollars.”¢ 

USS. officials and their allies in other capitals and multilateral institutions 
had little confidence that Sukarno would take the lead in this process. In- 
stead, the U.S. embassy in Jakarta planned to work with the “small but im- 
portant group of non-leftist officials” close to First Minister Djuanda who 
were “seriously interested in economic development” and modernization. 
Many of these officials had trained in the United States on Ford Foundation 
fellowships or under participant exchange programs at the University of 
California in Berkeley, Stanford, Harvard, MIT, and other elite universities.’ 
Supporters of stabilization, especially Ambassador Jones, assiduously culti- 
vated this group of Indonesian officials. Keenly aware of the narrow basis of 
support for such policies within the Indonesian state, U.S. officials sought 
to encourage their Indonesian counterparts, raise their political profile with 
Sukarno, and provide protection from the social forces that could be counted 
on to attack them. 

First Minister Djuanda and Indonesian representative to the IMF Suti- 
kno Slamet led the push for stabilization, working with economist Khouw 
Bian Tie, Indonesian ambassador to the United States Zain, Governor Soe- 
marno of the Bank of Indonesia, and Minister of Mines Chaerul Saleh. These 
officials were leading advocates of a measured retreat “from nationalism and 
indigenism,” rejecting heavy state control of the economy and attacks on 
private investors and looking toward Chinese and foreign capital as engines 
of capital accumulation and development.® Slamet received help from U.S. 
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advisers such as the economist Bernard Bell, previously brought in by Am- 
bassador Jones to advise BAPPENAS on Indonesia’s Eight-Year Plan and to 
consult with the Humphrey mission. Slamet argues that Bell was a “decisive 
factor” in getting stabilization off the ground, having persuaded Djuanda to 
go with the “all at once” approach urged by the IMF? In late September 
Governor Soemarno of the Bank of Indonesia (Bank Negara Indonesia) and 
Slamet invited the IMF to investigate economic conditions and help Indo- 
nesian officials draft stabilization measures that would be needed to secure a 
standby loan and to improve the country’s standing with foreign creditors.'” 
Working with BAPPENAS and First Minister Djuanda, Bernard Bell out- 
lined a “Program of Economic Action for Indonesia” that was “adopted . . . 
virtually verbatim as the RI position paper” for negotiations with the IMF 
and later as the May 26 Regulations. It called for a slashing of budget deficits, 
ceilings on bank credit, simplification of exchange rates for imports, redi- 
rection of state capital toward basic production, elimination of direct con- 
trols on prices and production, and efforts to secure foreign aid to finance 
general imports of food, raw materials, and spare parts.!! The challenge was 
to convince Sukarno, the armed forces, and political parties to support sta- 
bilization measures that were guaranteed to provoke a harsh public response 
(as they would thirty-five years later in the spring of 1998, when the public 
backlash from IMF-imposed stabilization measures helped to bring down 
Suharto). Sukarno himself remained unconvinced of the need to undertake 
monetarist measures to reduce inflation, arguing that the solution was to mo- 
bilize the Indonesian masses to increase production and self-sufficiency—as 
he saw Mao doing in China—rather than imposing austerity on them.” 
Despite its misgivings, the White House began working to support Jakarta’s 
efforts, forming an interagency advisory group on stabilization and encour- 
aging Indonesian officials to meet with U.S. corporate leaders, banks, and 
business associations to promote private investment and explain Indonesia’s 
proposed scheme of production-sharing contracts for resource extraction.!? 
‘The Kennedy administration placed a special emphasis on working through 
multilateral institutions to accomplish its goals. Beginning in the 1960s Wash- 
ington began relying on multilateral banks as “key instruments” for integrat- 
ing nations—especially those attempting to pursue statist or mercantilist de- 
velopment paths—into a U.S.-led and U.S.-guided world economy, preferring 
“the virtues of a multilateral economism to the vices of direct coercion or 
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intervention.” Through its leverage in these banks the United States “linked 
the economic and financial reforms they demanded to U.S. political goals... 
especially during debt renegotiations when borrowing nations were most 
vulnerable.”'* Washington also relied on the Development Assistance Com- 
mittee (DAC) of the Organization for Economic Cooperation and Develop- 
ment (OECD) and, at a meeting in Paris in December 1962, convinced DAC 
members Japan, Britain, France, and West Germany (all heavily invested in 
Indonesia) to finance stabilization measures “on the condition that Indone- 
sia put its own financial house in order” and secure similar terms from the 
Soviet Union. Days later President Kennedy authorized a $17 million loan 
to provide spare parts and raw materials for Indonesian industry, something 
Indonesia hardly qualified for on economic grounds but that Averell Harri- 
man characterized as a signal to other nations that the United States was se- 
rious about underwriting Indonesian economic development.'® 

Indonesia’s negotiations with the IMF and Washington would scarcely 
merit a footnote in the history of the era if not for the fierce struggle it det- 
onated within Indonesia over the direction of economic policy. Following 
the West Irian settlement, Sukarno declared that Indonesia would turn its 
attention to the great unfinished task of increasing production and provid- 
ing food and clothing for the Indonesian masses, the first step on the road to 
national industrialization and economic development. To accomplish this 
task, Indonesia needed massive foreign aid (its Eight- Year Plan was premised 
on such assistance), but many Indonesians chafed at the political costs of ac- 
cepting the harsh conditions sought by U.S. and IMF officials, which prom- 
ised to adversely affect the relationship between the Indonesian state and 
foreign capital and between the government and managers of state-owned 
capital, especially the military.'” Ironically, the long-run impact of acceding 
to the IMF’s demands would be to undermine the role of the military in In- 
donesia’s economy precisely at the moment when the U.S. government and 
private foundations were engaging in a substantive effort to encourage an 
even greater role. 

PKI chairman Aidit denounced proposals for acceding to U.S. or IMF de- 
mands, declaring that “the real way out of Indonesia’s economic difficulties is 
not by begging for loans from abroad or making the Indonesian people the 
servants of foreign capital in Indonesia.” The PKI urged instead that In- 
donesia continue working to increase production and build a self-sufficient 


92 FROM STABILIZATION TO KONFRONTASI 


national economy independent of foreign aid.’* Indonesia, however, lacked 
both the raw materials and the spare parts to increase production and the 
foreign exchange with which to buy them.'? Roger Hilsman and Michael 
Forrestal, on a visit to Jakarta, told a group of high-ranking civilian and mil- 
itary officials that Indonesia had to “face up to [the] politically difficult but 
economically essential decisions” the IMF was demanding before the United 
States could consider more substantial aid.° Forrestal’s trip came on the eve 
of a crucial meeting of the Supreme Operational Command (KOTD, where 
Djuanda made his case for a far-reaching program of economic reform, ar- 
guing that the only way for Indonesia to increase production for export was 
to keep inflation (which destroyed export incentives and soaked up foreign 
reserves) in check, in effect splitting the difference with those who opposed 
monetarist measures to contain prices. In response, Sukarno formed a cabi- 
net-level committee to flesh out Djuanda’s proposals, but he included sta- 
bilization opponents such as PKI deputy chair Njoto, who emphasized self- 
reliance (Berdikari) and downplayed foreign aid.”! 

With Sukarno’s tentative approval of stabilization in hand, Sutikno Slamet 
returned to Washington to begin negotiating an IMF agreement. Slamet rec- 
ognized the thin reed of political support that the IMF-proposed measures 
had at home and was determined to drive the hardest bargain possible to 
ease the almost certain domestic outcry.” A secret brief by Bernard Bell, pre- 
pared as a position paper for the IMF meetings, spelled out many of the po- 
sitions eventually adopted by Indonesia: a balanced budget in two to three 
years, the lifting of price controls on basic goods such as rice, and a system 
of tiered increased exchange rates for imports.’’ In return for these conces- 
sions the Indonesian delegation hoped to secure an $82.5 million stabiliza- 
tion loan from the IMF. Sukarno gave Slamet’s efforts an important boost 
when he announced on February 28 that the 1963 budget would “reflect ef- 
forts toward stabilizing the nation’s economy and finance.” IMF officials ex- 
pressed cautious approval and returned to Indonesia to oversee the formula- 
tion of the new economic regulations.”* 

‘Two weeks later Sukarno issued his Economic Declaration (DEKON), 
later referred to by the People’s Consultative Assembly (Majelis Permusya- 
waratan Rakyat Sementara, or MPRS) as Sukarno’s “Political Manifesto of 
the Economy.” The DEKON declared that Indonesia was in the first phase 
of its revolution, which entailed wiping out the vestiges of imperialism and 


FROM STABILIZATION TO KONFRONTASI 93 


feudalism and attempting to “create an economic structure that is national and 
democratic in character.” The declaration was in essence a call for state-led de- 
velopment with partial assistance from domestic and international capital— 
scarcely a ringing endorsement of IMF policies. But it was vague enough that 
both opponents and supporters of stabilization could (and did) use it to justify 
their positions.?> The Kennedy administration expressed cautious optimism 
that “if Indonesia can survive [the] short run we should be able to assure our- 
selves of a neutral, independent, and non-Communist nation.””° 

U.S. optimism was tempered, however, by continued Soviet and Chinese 
aid overtures.’’ At the end of March Soviet defense minister Marshal Mali- 
novsky arrived in Jakarta for a highly publicized ten-day visit, where he of- 
fered Sukarno an additional injection of military aid. Close on his heels came 
Chinese chairman Liu Shao-Chi and Foreign Minister Chen Yi, the first visit 
by a Chinese head of state to a non-Communist country and at a time when 
China “was making a big effort to woo the third world in an effort to offset 
the damaging impact of the Sino-Indian border war and to strengthen her 
position internationally against the Soviet Union.”’® Both U.S. and British 
officials closely monitored these high-profile trips, which highlighted the 
growing competition between Moscow and Beijing for Indonesia’s favor as 
the Sino-Soviet split widened.’° 

Malinovsky and Liu both publicly endorsed Indonesia’s stance against 
Malaysia, but as Soviet officials hinted that they were not going to back In- 
donesia as enthusiastically as they had on the West Irian issue, Sukarno be- 
gan drawing closer to Beijing.*° Liu’s visit foreshadowed a growing political 
convergence of China’s interests with Indonesia that would continue through 
1965 despite their strategic rivalry and the reservations that Chinese officials 
had about the political “revisionism” of Sukarno and PKI chairman Aidit. 
Subandrio told Ambassador Jones that Indonesian policy “would continue to 
be directed at maintaining correct, friendly relations with China since Indo- 
nesia could not afford to antagonize this great power.”*! But Sino-Indonesian 
cooperation also generated growing concerns among groups wary of Chi- 
nese economic and military influence, as anti-Chinese riots in West Java in 
early May—which enjoyed indirect army support—suggested.*” Moreover, 
Indonesia’s economic crisis demanded the sort of assistance that neither 
China nor the Soviet Union could provide. As Chairman Liu departed from 
Jakarta, Sukarno authorized Djuanda to begin drafting with AID assistance 
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the stabilization measures called for by the IMF and Washington. Despite 
Indonesia’s growing affinity with China, Robert Komer observed hopefully, 
Sukarno “now sees no real alternative to reliance on U.S. and Western aid 


and has become reconciled to doing what is necessary to get it.”*? 


The Congressional Battle over Aid to Indonesia 


Congressional opponents of aid to Indonesia, on the other hand, did see clear 
alternatives to Indonesia’s reliance on U.S. assistance, and in 1963 it was they, 
not the PKI, who posed the greatest challenge to the White House’s modern- 
izing vision. Their salvos on Indonesia spotlighted the broader attack on New 
Frontier foreign aid waged by many of the same conservative nationalist voices 
who opposed the Trade Expansion Act of 1962 and later the Great Society, 
many of them Republicans from states with declining manufacturing sectors 
and low-wage industries under threat from increased foreign trade. H. R. 
Gross (R-Iowa), a staunch opponent of aid to Jakarta, entered a statement 
into the Congressional Record from the National Economic Council—repre- 
senting middle-size firms producing for the national market—that argued 
that “if Western civilization is to go on” the United States must reestablish 
a “self-renewing economy,” end large-scale government spending, and end 
“this New Deal—-Fair Deal-New Frontier madness” of foreign aid, a mad- 
ness “that dwarfs every madness reported in history.”?+ Congressional oppo- 
sition to the Kennedy administration’s foreign aid proposals highlighted a 
fact that scholars of modernization theory as ideology have for the most part 
ignored: that the prescriptions of modernization theorists were tied to par- 
ticular social constituencies and were rooted in a particular conception of 
the American political economy at home and abroad.** James Burnham, for- 
mer spokesman for the rollback current and founder of the National Review, 
drew similar connections. He condemned both the economic “irrationalism” 
of the Sukarno regime and Washington’s support of him and asked, “Isn’t it 
self evident that what the masses want is more food, clothing, houses, cars, 
Medicare? Isn’t it a fact that Castro, Nasser, Kenyatta, Ben Bella reduce the 
economies of their countries to shambles? So doesn’t it follow . . . or is it just 
possible that—in relation to the masses of men as they really are—it is the 
Welfare State, the Great Society that is irrational?”*° 
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Senator William Morse (R-Ore.), a traditional conservative whose state 
was home to timber and mining companies chomping at the bit to get into 
Indonesia, articulated the strategic thinking that underlay the nationalist 
criticism of foreign aid. Morse dismissed the domino theory as a liberal at- 
tempt to export the New Deal to Asia, asking, “Does any Senator think that 
Indonesia protects us in Southeast Asia? America is defended in that part of 
the world by the seventh fleet, American airpower, American troops in the 
Pacific.” Morse spelled out a unilateralist vision of U.S. security in the Pa- 
cific centered on the projection of air and sea power and aimed at protecting 
the Western Hemisphere, and he argued, “It is time that we stopped pour- 
ing the American taxpayers’ money into one rat hole after another in that 
area of the world.”?” 

Sukarno was a poster child for these conservative and nationalist oppo- 
nents of the New Frontier approach to foreign aid who rejected both the 
short-term logic and the long-term strategy of the administration’s modern- 
izing vision for Indonesia. He was a self-proclaimed socialist and nationalist 
who thumbed his nose at the West, disparaged private property and attacked 
foreign capital, favored state-led development, accepted aid from the USSR 
and China, and sought to dominate the region, colonize his neighbors, and 
drive out Western influence—seemingly with the administration’s help.** 
The Congressional Quarterly observed that Indonesia was “the aid recipient 
which appears to be coming under the sharpest attack” by congressional aid 
opponents. Representative William Broomfield of Michigan was blunter 
still: “You will have one hell of a fight,” he told Roger Hilsman, “when this 
foreign aid bill hits the floor.”*” 

Administration officials were not helped any when the Kennedy-appointed 
Committee to Strengthen the Security of the Free World issued its recom- 
mendations in late March.*” The committee, headed by General Lucius Clay, 
was stacked with international lawyers and bankers who served on the boards 
of corporations invested (or interested) in Indonesia, including Robert Lovett 
of Freeport Sulphur and former treasury secretary Robert B. Anderson of 
Goodyear Tire and Rubber.*! Kennedy assembled the “Clay Committee” in 
an effort to bolster the case for the administration’s worldwide expansion of 
economic and military aid to developing nations. Instead, the committee is- 
sued a sharp rebuke to his aid priorities and called for a half-billion-dollar re- 
duction in foreign assistance. “Too much money, too little thought” was how 
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the Wall Street Journal summarized its conclusions. ‘The report criticized the 
administration for dispensing foreign aid on political grounds, neglecting in- 
ternal security, and supporting state-controlled firms rather than private en- 
terprise; instead, it called for more rigorous aid standards, a focus on “self- 
help and self-discipline,” aid tied to market reforms, the vigorous promotion 
of private enterprise, and an emphasis on multilateralism—the strategy the 
Johnson administration would follow after Sukarno’s ouster in 1966.” Por- 
trayed at the time as closet allies of nationalist aid opponents, the committee’s 
work makes more sense when viewed as “a manifesto of free enterprise senti- 
ment regarding overseas assistance,” opposing the administration’s modest 
drift toward public investment and public-private aid partnerships such as 
the Alliance for Progress. The report also underlined concerns by George 
Ball and Dean Acheson that current levels of military and economic aid were 
exacerbating the U.S. balance of payments deficit and undermining interna- 
tional confidence in the dollar, a worry that would grow rapidly as the United 
States escalated its war in Vietnam.” 

‘The Clay Committee singled out Indonesia for particularly harsh criticism: 


We cannot leave this area of the world without special reference also to 
Indonesia. Because of its population, resources, and geographical position, 
it is of special concern to the free world. However, we do not see how exter- 
nal assistance can be granted to this nation by free world countries until it 
puts its internal house in order, provides fair treatment to foreign creditors 
and enterprises, and refrains from international adventures.* 


‘The media gave the Clay report widespread and sympathetic coverage, am- 
plifying congressional calls for slashing foreign assistance in general and aid 
to Indonesia in particular.** 

During three months of House Foreign Affairs Committee hearings, last- 
ing from April to June, the administration’s critics gleefully attacked aid to 
Indonesia. Congressman J. L. Pilcher (R-Ga.) told Robert McNamara on 
the first day of hearings, “I just don’t see how you can justify American tax- 
payers’ money going to a Communist country.” Having begun the year with 
ambitious plans, Kennedy officials now hoped to simply weather the storm 
and repel efforts to eliminate aid to Jakarta entirely. Business Week predicted 
after two weeks of hearings that “Indonesia may well become a focal point in 
the Congressional battle over the reshaping of American foreign aid poli- 
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cies.”*” A parade of congressmen denounced Sukarno as a “dictator,” “black- 
mailer,” “lower case bum,” and “junior grade Hitler” and Indonesia’s gov- 


66 


ernment as “Communist,” “pro-Communist,” or “Communist-leaning so- 
cialist.” Congressman William Broomfield (R-Mich.), a former supporter of 
aid to Jakarta, brought the hearings to a close by railing against the Indone- 
sian president for nearly an hour. Coddled by U.S. assistance, he charged, 
Sukarno had squandered Indonesia’s resources, destroyed its economy, and 
neglected economic development in favor of a Soviet-funded arms buildup 
and threats against Malaysia. Shortly after, he offered an amendment to the 
Foreign Assistance Act that would ban all military and additional economic 
aid to Indonesia entirely without a presidential determination stating that it 
was in the national interest. 

Administration officials worked diligently to kill the Broomfield amend- 
ment while conceding privately that a presidential determination could prob- 
ably be circumvented. Military aid was another matter. “Our military assis- 
tance program,” a State Department position paper for the hearings stated, 
“is a major weapon not only in the fight for continued Indonesian indepen- 
dence but also in the fight to increase Indonesian receptivity to Western po- 
litical and economic institutions and practices.” U.S. officials viewed police 
training and civic action programs as an indispensable way to “maintain a 
foothold” with the Indonesian military and to help the army “develop grass 
roots political power.” General Clay and Admiral Felt, alarmed by the un- 
differentiated opposition to aiding Indonesia, made a point of emphasizing 
their confidence in the Indonesian military’s anti-Communist credentials and 
their support for continuing with civic action and other programs of military 
assistance and training, even as they called for a reduction in economic aid.” 

The bottom line, argued aid supporters such as Roger Hilsman, appointed 
in April 1963 as assistant secretary of state for the Far East, was that Wash- 
ington could not give up the game to the Soviets or the Chinese no matter 
how anyone felt about Sukarno. They urged Congress to consider the im- 
portance of Indonesia in the larger framework of American regional pol- 
icy—in short to accept the assumptions and analysis underlying their strat- 
egy for modernizing Indonesia and to reject the assumptions underlying the 
“hard-line” stance of Guy Pauker, the CIA, the British, and congressional 
critics. “Look at a big map of Asia,” Roger Hilsman told the House Foreign 
Affairs Committee. “Visualize it. You can look at it over there—Korea, Japan, 
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and in the north, the great arc down in the corner, Southeast Asia is a salient 
projecting through all this, and over the salient are the islands of Indonesia 
which are at the crossroads of the Pacific.” “If Indonesia should fall into 
Communist hands,” commander in chief of the Pacific Fleet Admiral Felt 
warned, it would be “a catastrophe to the free world.”*° Many congressmen 
were unconvinced. Representative Wayne Hays (R-Ohio) told AID director 
Frank Coffin, “I think anything you give to this dictator out there, Sukarno, 
is just down the drain.”°! 

British officials agreed and told the White House with increasing fre- 
quency that U.K. and U.S. interests regarding Indonesia were beginning 
fundamentally to diverge. As Konfrontasi heated up, the Foreign Office con- 
cluded that, although Western aid was vital to preventing Indonesia’s eco- 
nomic collapse, such assistance “would likely be employed in shoring up the 
Indonesian economy so that the Indonesians could devote themselves” to 
attacking Malaysia. Indonesia’s threats had already forced the Macmillan 
government to increase defense aid to Malaysia, strengthening the hand of 
officials who opposed looming (and still secret) plans for a possible retrench- 
ment of British military forces from east of the Suez. Whitehall had not yet 
attempted to block U.S. efforts, but an explosive, unpublished White Paper 
on Indonesian covert operations in Malaya and Borneo—which would surely 
inflame Congress—suggested that it was in their power to do so.*? 

Just a few months after the U.S.-brokered settlement of the West New 
Guinea crisis, the Kennedy administration’s ambitious plans for Indonesia 
appeared dead in the water.** At the height of the congressional debate in 
Washington, however, Jakarta took a series of steps that raised the hopes of 
USS. officials that Indonesia might seek political stability through accommo- 
dation with Malaysia and economic stability through Western-led and market- 
oriented development. In late May 1963 President Sukarno expressed his sup- 
port for new economic regulations drafted by First Minister Djuanda, after 
which he oversaw crucial negotiations with American and British oil compa- 
nies over their future concession rights in Indonesia. Simultaneously, the Indo- 
nesian president signaled his willingness to seek a rapprochement with Tunku 
Abdul Rahman over the formation of Malaysia, leading to a summit two weeks 
later in Manila where the prime ministers of Indonesia, Malaysia, and the 
Philippines announced their intention to form an indigenous “Maphilindo” 
alliance and to seek the help of the United Nations in resolving Konfrontasi. 
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Finally, Indonesia reached an agreement with the Soviet Union to resched- 
ule payments on its outstanding debt of $800 million, helping to clear the 
way for the possible expansion of Western economic assistance. The rapid 
succession of events at the end of May illustrates the extraordinarily compli- 
cated and interwoven nature of Indonesia’s political and economic problems 
as well as the challenges the United States faced as it urged Sukarno to move 
forward on all four fronts and attempted to mobilize Congress, the IMF, and 
its DAC allies to support its efforts. 

U.S. officials were deeply concerned that the emerging conflict with 
Malaysia would derail Indonesia’s timid steps toward Western-oriented re- 
form. But it was the question of oil that posed the greatest challenge to U.S. 
hopes for Indonesian development and placed Washington’s priorities in 
sharpest relief. In the spring of 1963 U.S.-Indonesian relations threatened to 
implode as long-running negotiations over the future of U.S. and British oil 
concessions ground to a halt, threatening to force the oil companies out of 
Indonesia and with them Jakarta’s hopes for Western economic and political 
support. Short of an outright PKI takeover or war with Malaysia, no Indo- 
nesian action in the 1960s posed a graver threat to basic U.S. interests than 
the possible expulsion or takeover of Western capital, of which American oil 
companies were by far the most important representative. The collapse of 
oil negotiations threatened to unravel the Kennedy administration’s careful 
efforts to lock in Indonesia’s integration with the regional and world econ- 
omy through training, multilateral aid, and IMF-led stabilization. U.S. in- 
tervention in the negotiations between the oil companies and the Indonesian 
government in 1963 was a sharp reminder of the leverage that Washington 
could bring to bear when Indonesian actions bumped up against the limits 
established by U.S. hegemony. 

American oil companies first became interested in Indonesia in the mid- 
1880s when the Netherlands East Indies became a major consumer of Penn- 
sylvania kerosene, importing more than half a million barrels per year. A decade 
later Standard Oil Company began seeking concession areas, but Dutch, 
British, and French oil companies successfully kept Standard out until 1912, 
when a Dutch-headquartered subsidiary of Standard Oil of New Jersey finally 
gained footholds in Aceh, Sumatra, and Java. During the 1920s the Nether- 
lands bowed to pressure from the State Department and effectively split future 
oil concessions between U.S. companies and the Anglo-Dutch-owned Royal 
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Dutch Shell, leading to the entry of Standard of California (SOCAL) and 
‘Texaco, which formed a joint venture (Caltex) to exploit its Asian conces- 
sions.» Japan also eagerly sought entry into the Netherlands East Indies oil 
market as a way of reducing its dependence on imports from the United 
States and Europe, and the cutoff of U.S. oil exports following Tokyo’s inva- 
sion of Indochina in 1939 was a major factor in Japan’s decision to later at- 
tack Pearl Harbor and take over the Netherlands East Indies during World 
War II.*° 

‘The Japanese wartime occupation of Indonesia helped to lay the founda- 
tion for the postwar transformation of the Indonesian oil industry. While 
stealing millions of barrels of oil, the Japanese trained many Indonesians in 
petroleum engineering and management, establishing the Permina oil acad- 
emy and the Oil and Gas Institute at Bandung to develop skilled workers for 
the oil industry. Japanese military officials also organized the Oil Workers 
Militia Association (Himpunan Laskar Minyak), which after the war reformed 
itself as the Indonesian Oil Workers Union (Persatuan Pegawi Minyak). ‘The 
return of Western workers to the oil fields at the end of the war, along with 
the racial segregation and wage hierarchies that marked life in the oil camps, 
increased the desire of many Indonesian revolutionaries to establish national 
control over and create state-owned corporations in the extractive sector. Af- 
ter independence, however, each of the oil companies enjoyed “let alone” 
agreements that preserved the favorable contractual rights they had enjoyed 
under the Netherlands East Indies government. In 1951 the Indonesian par- 
liament created a commission to look into its extractive industries and de- 
termine appropriate pricing and tax structures, suspending the granting of 
new concession areas in the oil industry until new regulations could be writ- 
ten. The concession freeze lasted ten years. 

The three major foreign oil companies in Indonesia—the Dutch- and 
British-owned Shell and the American-owned Stanvac and Caltex—were 
each affected differently by the freeze. Shell and Stanvac, which were long 
on refining and storage capacity and short on new reserves, suffered the 
most as existing concessions began to dry up. Caltex, on the other hand, op- 
erated the Minas oil field, the largest in Southeast Asia, and until 1960 was 
exempted from participating in the unprofitable domestic petroleum market. 
‘The American consul in Medan reported that Caltex, “with a record pro- 
duction of 8,000,000 barrels of oil from its Sumatran fields in August 1960,” 
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was “one of the most significant factors in Sumatran and indeed, in Indone- 
sian life,” a position that made it “practically impossible” to avoid involve- 
ment in the country’s political affairs. With their small armies of foreign 
technical staff, air-conditioned buildings, schools, and hospitals, the oil com- 
pany operations were also viewed as an “outpost of modernity” in “a back- 
ward country,” as Fortune described it.*’ 

Jakarta’s turbulent relations with foreign oil companies in the 1960s flowed 
directly from these efforts to extirpate the legacy of Dutch colonialism by 
rewriting the laws governing exploitation of the country’s resources. The 
conflict in Indonesia was a local manifestation of a broader shift in the world 
oil industry, in which producer states sought to increase their revenues and 
leverage through more favorable splits on royalties, the increased training of 
indigenous personnel, concession agreements with independent companies, 
and other mechanisms aimed at weakening the power of the multinational 
oil companies and securing a measure of racial and economic justice in the 
foreign-controlled oil camps. Washington worried that as Indonesia consid- 
ered a new oil law, it would adopt statist policies precluding further profitable 
investment by U.S. companies. These concerns were magnified when Soviet 
president Nikita Khrushchev visited Jakarta in February 1960; Khrushchev 
pledged $250 million in economic and technical aid and stationed eight Ro- 
manian oil advisers in Indonesia. Embassy officials speculated that this might 
be a first Soviet step toward “reorient[ing] oil exports from Indonesia and . . . 
making [it] dependent upon the Soviet bloc.”** Caltex president Henry F. 
Prioleau suggested as much to George Ball, pointing to the recent visit to 
Moscow by Foreign Minster Subandrio and Defense Minister Nasution to 
hint that oil company problems were linked to Moscow’s recent overtures.*” 

Indonesia unveiled its long-awaited Regulation 44 in September 1960. 
The regulation voided colonial-era concessions and stipulating that foreign 
oil companies would essentially become contract workers, each operating 
with one of Indonesia’s state-owned oil companies: Permina, controlled by 
Ibnu Sutowo and linked to the army; Pertamin, linked with the PKI-affiliated 
oil workers union; or Permigan, which had been formed by Minister of Mines 
Chaerul Saleh to dilute Sutowo’s power and bolster his own. The Wall Street 
Journal blared in response to the regulations that Indonesia “had taken on 
the trappings of a totalitarian Communist state,” but oil analysts rightly ob- 
served that Jakarta lacked the technical expertise and the marketing outlets 
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to nationalize its oil industry and that the new legislation was likely just the 
opening gambit by First Minister Djuanda and Chaerul Saleh in what would 
be a lengthy and bitter negotiating process.*! Previously the companies and 
the Indonesian government worked with a straightforward 50-50 revenue 
split, but now their take threatened to decline significantly as the Ministry of 
Mines demanded a 60-40 split on future oil revenues. Indonesia’s Eight-Year 
Plan projected a heavy reliance on increased royalties from natural resource 
extraction, and without a favorable agreement Sukarno’s economic ambi- 
tions were dead in the water.” 

After passage of the new oil law, Indonesian officials began soliciting bids 
from independent European, Japanese, and U.S. oil companies. The major 
oil companies feared that independent oil companies, as they were attempt- 
ing to do elsewhere, would undercut them and enter the Indonesian market 
with lower profit margins and on less favorable terms than the majors were 
willing to accept. Shell, Caltex, and Stanvac executives also feared the polit- 
ical implications of accepting a 60-40 split, especially in the Middle East 
where their concessions dwarfed those in Indonesia. The entry of indepen- 
dent oil companies globally (Anthony Sampson’s classic account of the Seven 
Sisters called the chapter on this period “The Intruders”) led to a “flood of oil 
coming online in places like Libya,” sharply reducing prices and prompting 
producing nations to create OPEC in August 1960.% Import-dependent na- 
tions such as Japan (which imported more than 95 percent of its oil), mean- 
while, were forming state-owned companies to secure their own sources of 
crude, as Tokyo did in 1957 when it negotiated a concession agreement with 
Saudi Arabia offering the kingdom a 57 percent share of profits. Three years 
later Japan reentered the Indonesian oil market when Permina signed a co- 
production agreement with a Japanese consortium, the North Sumatra Oil 
Development Company, for concession areas in East Aceh.” 

The start of negotiations in 1962 illustrated just how difficult it was to 
separate the fortunes of U.S. oil companies from Washington’s relations 
with Jakarta and from the conflicts that the renegotiation of concession 
agreements had triggered among Indonesian social and political forces. In 
May the Ministry of Basic Industry and Mining began negotiations with Pan 
American Oil, an independent subsidiary of Standard Oil of Indiana, for 
possible concessions in Sumatra, but after talks with Djuanda “hit a snag,” 
Chaerul Saleh told a Pan Am representative that the first minister “had been 
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‘captured’ by Stanvac . . . and was opposed [to the] Pan Am proposal.” 


Saleh in turn told Jack Anderson of Caltex that Sukarno was “anxious [to] 
make [an] arrangement with Pan Am soonest because Pan Am had sup- 
ported a Pro-Indonesian West Irian policy at [the] White House.” On June 
16, however, Pan Am officials traveled to Jakarta to initial an agreement, al- 
tering the status of Caltex, Stanvac, and Shell negotiations and forcing them 
to tailor their proposals for new exploration areas to the conditions met by 
Pan Am—most importantly, a 60-40 profit split.*” The entry of Pan Ameri- 
can into the Indonesian market was a textbook example of the disruptive im- 
pact that “outsiders” could have on the environment in which the major oil 
companies operated, scrambling their political calculations as well as those 
of their Indonesian partners. 

‘The West Irian settlement also shifted the political terrain of the Indone- 
sian government's oil negotiations, increasing Western pressure on Sukarno 
to move forward with economic reforms. An IMF staff report in August con- 
cluded that the government “has done little to date to stabilize the econ- 
omy” and was “financially irresponsible” at a time when it lacked foreign ex- 
change and promoted policies hostile to foreign investment. IMF and U.S. 
officials suggested that successful conclusion of negotiations with the oil 
companies, the most visible example of the American presence in Indonesia, 
would help restore the confidence of foreign creditors and investors and 
demonstrate Jakarta’s good faith with the IMF and a hostile Congress, which 
in the spring would consider a major aid package.® But two could play this 
game of linkage. Chaerul Saleh warned that he would not sign an agreement 
with the oil companies until he had successfully obtained further aid from the 
United States, remarking to one oil company official, “I am frank, am I not?”® 

‘Through early 1963 the Indonesian government’s talks with Stanvac, Cal- 
tex, and Shell dragged on without resolution. The companies agreed in prin- 
ciple to a 60-40 profit split on new concessions, to the transfer of refining 
equipment, and to the sale of marketing and distribution facilities to Indo- 
nesia’s state-owned oil companies, but they continued to dispute the valua- 
tion of facilities the companies were preparing to sell and how to finance 
them, as well as the issue of so-called “blocked Rupiah” accounts, whereby 
the oil companies were forced to spend domestically acquired and inflation- 
ravaged rupiah in Indonesia.”” Averell Harriman assured Stanvac and Caltex 
representatives that the State Department wanted “to be as helpful as we 
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can,” asking if “there is anything specific the oil companies want the U.S. to 
do.””! By March the companies were complaining that they had reached an 
impasse with Indonesian officials, as Caltex balked at demands that it pro- 
vide all crude for Indonesian domestic consumption, which would “be virtu- 
ally impossible for any American company to comply with.” Howard Jones 
agreed, telling the State Department after a meeting with Julius Tahija, the 
top Indonesian official at Caltex, that a “real crisis is approaching.” 

As they had earlier, oil company representatives raised the specter of Chi- 
nese oilmen “waiting in the wings” to take over for Caltex and Stanvac should 
negotiations fail. U.S. and British analysts, however, doubted that China 
could absorb or refine the quantity of oil Indonesia currently exported, how- 
ever much Beijing desired to reduce its dependence on Soviet imports. But 
Averell Harriman was incensed, warning Chaerul Saleh that Indonesia should 
give “very careful consideration to economic consequences for their whole 
stabilization program if they pursue unreasonable demands which would 
force oil companies out of business.” The meaning of the threat was per- 
fectly clear: no oil contracts, no stabilization.” Although neither Caltex nor 
Stanvac had yet asked the U.S. government to intervene directly, the nego- 
tiations had become inseparable from broader U.S. policy concerns regard- 
ing stabilization, development, and the long-term position of foreign invest- 
ment in Indonesia.” British officials voiced similar concerns, worrying about 
the implications of negotiations for the conflict with Jakarta over the forma- 
tion of Malaysia.” 

Before the breakdown in negotiations in the spring of 1963, the State De- 
partment and U.S. oil corporations pursued a corporatist arrangement in In- 
donesia that left Caltex and Stanvac to pursue their own foreign policies, de- 
spite the obvious geopolitical implications of their position in the country.” 
As Indonesia’s position hardened, however, Stanvac and Caltex officials be- 
gan signaling their desire for the Kennedy administration to intervene. In 
early March CIA director John McCone phoned Averell Harriman after 
speaking with Standard of California director Gwen Follis, who told him 
that negotiations in Indonesia were going down the tubes. “What exactly 
was going on?” he asked Harriman. The governor snapped back that the oil 
companies should have called him instead of McCone, a former board mem- 
ber of Standard Oil and founder of Bechtel-McCone Corporation, com- 
plaining that he had “repeatedly asked them what they want the government 
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to do and each time they had asked that we keep hands off.” Later that day 
Harriman called Follis himself, telling him, “This is a pretty deep-seated 
battle that is going on there. ... We could not be helpful unless you put up 
a fight. If you would, we would do all we can to back you.””” 

Kennedy administration officials were perplexed. Why risk alienating the 
oil companies or even forcing them out of Indonesia when Jakarta was co- 
operating with the IMF on stabilization? The vice president of Union Oil 
Company suggested part of the answer when he observed that “one cost of 
doing business in Indonesia is that of being caught in [the] cross fire of do- 
mestic politics.””* The recent entry of independent oil companies such as 
Pan American had emboldened Indonesian officials to take a tougher line in 
talks. But the negotiations had also sparked a political battle between First 
Minister Djuanda, Chaerul Saleh, and Ibnu Sutowo, each of whom favored 
the foreign company tied to the state-owned company with which he 
worked. What perplexed U.S. officials was for Indonesians a high-stakes bat- 
tle over royalties, possibilities for patronage and political power, and control 
over the bulk of the country’s foreign exchange earnings. The State Depart- 
ment was growing worried. “The failure [of] negotiations,” George Ball cau- 
tioned, “could result [in a] dangerous strategic setback for [the] U.S. as well as 
[a] disastrous blow to possible Indonesian economic recovery.” If the Indone- 
sian government imposed a settlement on the oil companies, they would most 
likely be driven out, ending any possibility of U.S. support for a structural 
adjustment program and for foreign assistance to Jakarta more generally.” 

As rumors swirled in Jakarta that the government had drafted an oil decree 
stopping “just short of nationalization,” U.S officials made more explicit links 
between oil negotiations, the IMF stabilization program, and the foreign aid 
bill that Congress had just begun to consider. State Department officials 
warned First Minister Djuanda that the “unreasonable and unremitting GOI 
[Government of Indonesia] attitude with respect to [the] oil companies might 
interfere with U.S. support” for stabilization.*° Pressure from Washington, 
however, threatened to stoke the fires of Indonesian nationalism, making it 
more difficult for Djuanda to implement the deeply unpopular IMF-backed 
measures. Chaerul Saleh told embassy officials that the companies and the 
Kennedy administration “had to consider [the] situation from [a] political as 
well as economic standpoint” and take into account both Indonesia’s desire 
to control its own resources and the potent domestic opposition to Western 
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demands.*' On April 26 Saleh pushed through a decree [Regulation 18] giv- 
ing the three oil companies just seven weeks to sign a contract according to 
the terms of Indonesia’s new oil law. Failure to reach agreement would nul- 
lify the companies’ concessions and allow the government to unilaterally im- 
pose new terms.” At a State Department meeting the next day, Caltex CEO 
Harold Arnold said now was the time to put the heat on Sukarno, remarking 
that “the three oil companies have reached a complete impasse with the gov- 
ernment.” We can “scarcely exaggerate harmful effect in U.S. which will be 
produced when Indonesian intention to administer Regulation [18] becomes 
known,” Roger Hilsman fretted to Ambassador Jones. At stake was Indone- 
sia’s economic stability, the prospects for foreign assistance, international 
support for stabilization, and the confidence of foreign investors, already 
fragile and dissipating rapidly.® 

With the administration already facing harsh criticism on Capitol Hill, a 
breakdown in oil talks could not have come at a worse time. Michael Forre- 
stal relayed the news to President Kennedy, noting “there is already senti- 
ment [in Congress] for barring all aid to Indonesia and news of this might 
pull down the house of cards.” Christian Herter Jr. of Stanvac had already 
raised this possibility with Senate minority leader Everett Dirkson, who can- 
vassed congressional opinion and concluded that the oil companies should 
“be very quiet.” Averell Harriman told Fred Dutton, the State Department’s 
assistant secretary for congressional relations, that he “could not emphasize 
too strongly how damaging it would be to let anybody talk about this on the 
Hill.”** Howard Jones remained cautious about approaching Sukarno, in- 
sisting that such an appeal “can effectively really only be made once and 
should be made when real threat to American interests is clearly evident.” 
Chaerul Saleh and Sukarno, he noted, “have had the Hickenlooper Amend- 
ment”—which in 1962 barred foreign aid to any country that expropriated 
US. property—“dinned into their ears for months.”* 

Historians have wholly overlooked the importance of the oil dispute, 
which threatened the position not just of U.S. capital but also of foreign in- 
vestors more generally and potentially Indonesia’s alignment in the Cold 
War. Averell Harriman argued that “U.S.-Indonesian relations have reached 
[their] most serious turn since Indonesian independence”—an amazing 
claim given Washington’s massive recent covert operations in the country.*¢ 
The time to act, the Kennedy administration concluded, was now. After con- 
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ferring in London, U.S. and British officials proposed an official approach to 
Sukarno. The administration selected international oil consultant Walter 
Levy, State Department lawyer Abraham Chayes, and Wilson Wyatt—the 
lieutenant governor of Kentucky, Kennedy fund-raiser, and Democratic Party 
stalwart—to serve as the president’s special emissaries to meet with Sukarno 
and persuade him of the need to accept a 60-40 settlement and resolve the 
other outstanding issues. Harriman warned Walter Levy that they had “about 
four weeks in which to negotiate or else the whole thing collapses and Indo- 
nesia falls into the hands of the Chinese and Russians.”*’ 

During this period Harriman, James Bell, and Roger Hilsman attended 
more than a dozen meetings with representatives of the oil companies and 
British officials to hammer out a strategy for the upcoming talks. From the 
mass of technical details a few themes emerged. First, the breakdown of ne- 
gotiations had exposed the divergent interests of Washington and London. 
Shell’s fortunes were tied to British policy on Malaysia, and the administra- 
tion was not about to let U.S. oil companies suffer for it.** Kennedy admin- 
istration officials had also concluded that Washington’s interests did not nec- 
essarily coincide with Caltex and Stanvac’s. Although they viewed the oil 
crisis in terms of the prospects for Indonesian economic stabilization and 
U.S. strategic interests in the region, the oil companies were primarily con- 
cerned about the repercussions of the negotiations for world oil markets and 
the Middle East, concerns that “reflected [a] thorough understanding of re- 
lationship of their Indonesian interests and properties everywhere else.” 
Ambassador Jones’s démarche to Sukarno emphasized that Caltex and Stan- 
vac’s Middle East interests were “obviously far more important than Indo- 
nesia”—a local market in a global constellation of interests.*° 

Finally, despite protestations to the contrary, members of the Wyatt mis- 
sion had little doubt about the larger political implications of their task. 
Walter Levy told the oil companies that “economic and policy arguments 
[are] much more important” than contractual ones, a recognition that Jakarta’s 
challenge to foreign investors in Indonesia was as much political as eco- 
nomic.”? The New York Times warned that Sukarno’s treatment of the com- 
panies was “a major test of his intentions” toward economic stabilization, 
Malaysia, and Western influence generally.”! Ambassador Jones warned, how- 
ever, against presenting Sukarno with such an apocalyptic picture, which would 
“indicate a power of life and death over Indonesia that would . . . confirm his 
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suspicion that we are both imperialistic and out to topple him. I do not see 
how any self respecting head [of] State could bow to such pressure let alone 
one of Sukarno’s ego.””” 

‘The Wyatt mission met with President Sukarno in Tokyo on May 29. 
Wyatt emphasized to Sukarno the importance of U.S. public opinion and 
Congress in the making of foreign policy, the need to conclude the negotia- 
tions as soon as possible, and the likely impact in Congress on aid for Indo- 
nesia if the negotiations failed.°? Next, Walter Levy gave an overview of the 
Indonesian oil industry and its position in the world oil economy. He cau- 
tioned that despite its enormous potential, Indonesia needed technical exper- 
tise and equity that could be supplied only by private capital, without which 
Indonesia’s petroleum future was bleak. Levy might have been speaking to of- 
ficials from any of a dozen oil-producing countries where the paternalistic 
practices of the major oil companies had retarded the emergence of a large 
number of trained high-level officials and skilled workers and where they still 
controlled the refining, distribution, and marketing networks that made go- 
ing it alone nearly impossible. The thrust of Levy’s presentation was clear: 
Jakarta had no choice but to reach an accommodation with the oil companies, 
without which its oil industry and economy would quickly collapse.” 

Over the next three days the Wyatt mission and Indonesian officials en- 
gaged in intensive discussions over the remaining issues: the terms for the 
transfer of local assets from the oil companies to the Indonesian government 
and Chaerul Saleh’s demand that Caltex and Stanvac help finance the trans- 
fer of these distribution and refining facilities and the companies’ blocked 
rupiah accounts. On June 1 they emerged with a preliminary “Heads of Agree- 
ment,” including a straight 60-40 split on realized profits, an agreement for 
the remission of foreign currency after profits had been deducted, a depre- 
ciation schedule for the sale of the companies’ marketing and refining assets, 
commitment by the companies to provide crude oil for Indonesian domestic 
consumption, and unrestricted use of the rupiah generated by the oil com- 
panies’ Indonesian operations. Shell Oil, satisfied with the outcome of the 
talks, signed an identical agreement with the Indonesian government that 
same day.” 

USS. officials and the media greeted the agreement with elation, relieved 
that another attempt by a commodity-producing third world nation to exert 
greater control over its resources had been resolved on terms ultimately ac- 
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ceptable to U.S. multinational corporations. Business Week observed frankly 
that “in the case of economically underdeveloped nations that are the recip- 
ients of much-needed U.S. aid and are also hosts to important U.S. invest- 
ments, recent efforts to link foreign aid policy with the protection of private 
investment give very real advantages to U.S. negotiators.” Fortune welcomed 
the end to an impasse that “might have turned out to be more serious than a 
crisis in Berlin.””* A representative of Socony Mobil who wrote to thank 
Harriman called the agreement “an especially significant example of effec- 
tive coordination between government and business in the national inter- 
est.” Ambassador Jones mused that “with the oil issue settled and tempers 
subsiding on Malaysia, a meaningful stabilization program, based on West- 


ern cooperation, now seems really possible.”?” 


The May 26 Regulations 


As oil negotiations began in Tokyo, First Minister Djuanda announced a se- 
ries of measures aimed at demonstrating Indonesia’s commitment to eco- 
nomic restructuring along the lines laid down by IMF and Western credi- 
tors. The regulations attempted to accomplish a number of related tasks: the 
dismantling of price controls and subsidies; elimination of export duties; an 
upward revision and simplification of exchange rates; devotion of scarce for- 
eign exchange to a crash program of imports for industry; fiscal austerity, in- 
cluding major budget cuts; severe credit tightening to restrict the money 
supply; and pension and salary increases to compensate for price hikes. With 
these measures, an infusion of $300-$350 million in loans and international 
aid, and the rescheduling of the country’s external debt, Indonesia could con- 
ceivably achieve fiscal and monetary stability within a year. Although some 
observers carped that the May 26 Regulations did not meet all the IMF’s de- 
mands, it is hard to see what more Djuanda could have done; he had given 
in on almost every point of substance to a stabilization program that had al- 
most no public support and that was guaranteed to inflame nationalist re- 
sentment at Western meddling in Indonesian affairs. Moreover, the ailing 
Djuanda’s hopes for building political support for the regulations were com- 
plicated by the fierce power struggle taking place for his position, as Foreign 
Minister Subandrio, Chaerul Saleh, Information Minister Ruslan Abdulgani, 
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and others circled “like jackals” for a shot at his position and the ear of 
Sukarno, who appeared content to watch from Tokyo and wait opportunis- 
tically for the dust to settle.” 

The impact of the regulations was swift, severe, and widespread, seem- 
ingly confirming the judgment of one historian that “Sukarno’s highly au- 
thoritarian and broadly based government was unable to apply policies 
which hurt supporters—unless suddenly and indiscriminately.” Prices on 
basic commodities, transportation, and utilities rose by 200-500 percent vir- 
tually overnight, easily outpacing cost-of-living adjustments for civil servants 
and taking a heavy toll on urban workers and those with fixed incomes.'° 
The tight credit policies—designed to mop up the excess money supply and 
shift funds from state trading corporations importing luxury goods to sectors 
producing for export—instead caused a liquidity crisis.'"' Previously hoarded 
basic commodities reappeared in the market as prices rose, but now far fewer 
people could afford them. Export incentives also prompted a surge in ex- 
ports from Sumatra to Singapore, much of it copra and rubber previously 
smuggled by military commanders as a way to line their pockets and finance 
their units.'” 

‘The May 26 Regulations generated strong opposition from across the In- 
donesian political spectrum. The PKI denounced the measures as an attack 
on the poor, a sign of Indonesia’s dependence for aid on the United States 
and the IMF, and a betrayal of the revolutionary rhetoric of the DEKON.'® 
The National Front, Nahdatul Ulama, the Catholic Party, the Indonesian 
Nationalist Party, and numerous student groups soon joined the chorus.!" 
The army, in contrast, maintained a studied public silence. Sutikno Slamet 
recalls that the technocrats “did not see the army as either an ally or an en- 
emy of the stabilization plan,” but Nasution privately told Sukarno of army 
leaders’ widely shared perception that “reliance on Western aid would mean 
a diminution of independence.”!® On the one hand, the regulations would 
deal a blow to the long-range interests of the PKI by enmeshing Indonesia 
in a web of IMF rules and Western aid arrangements. But the armed forces, 
particularly the navy and the air force, stood to lose from balanced budget 
plans that promised to slice Indonesia’s bloated defense by at least one- 
third.!°° Army leaders had already anticipated the possibility of reduced de- 
fense spending in the wake of the West Irian settlement, shifting resources 
to their civic mission capacity and more economically productive activities, 
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taking over state trading corporations, and creating army-run foundations to 
provide off-budget financing for local units. 

The wild card was, of course, Sukarno, who approved the May 26 Regu- 
lations, inexplicably did nothing to mobilize mass opinion in their favor, and 
then virtually guaranteed their failure when he escalated Indonesia’s Kon- 
frontasi against Malaysia a few months later, foreclosing the possibility of in- 
ternational financial assistance upon which the regulations were predicated. 
Historians can only guess at his motives. The Indonesian president certainly 
didn’t relish the prospect of attempting to mobilize support for an unpopu- 
lar, foreign-backed economic program that would diminish his nationalist 
credentials and shift the terrain of national struggle from the plane of revolu- 
tionary discourse to the desks of technocrats charged with implementing the 
demands of Western creditors. But Sukarno’s willingness to allow Djuanda to 
introduce the May 26 Regulations suggests that he recognized the gravity of 
the country’s economic challenges, which technocrats and Ambassador Jones 
had been warning him about for months. It also suggested that he expected 
the Kennedy administration and its allies to tolerate his conflict with the 
British over Malaysia’s formation for the sake of ensuring the regulations’ 
implementation.'” Julius Tahija of Caltex told Howard Jones that Sukarno 
planned to take “prompt and vigorous action” against those opposing stabi- 
lization, raising the possibility of “real confrontation between [the] govern- 
ment and [the] PKI.”!°8 The Indonesian president, however, did nothing and 
never spoke or acted forcefully on behalf of stabilization efforts. Instead he 
adopted an opportunistic position until Konfrontasi foreclosed on his choices, 
literally watching from afar on a lengthy foreign trip while domestic social 
forces slugged it out. 

In addition to reaching a settlement with Western oil companies and 
floating his long-awaited economic stabilization plan, Sukarno in July also 
reached agreement with Khrushchev to reschedule Indonesia’s massive debt 
to the Soviet Union. The administration’s aid proposals for Indonesia were 
“all premised upon [a] Soviet debt moratorium,” both as a political require- 
ment for further economic assistance and as a signal of Sukarno’s intentions 
vis-a-vis Western influence. Without it, neither the United States nor its al- 
lies could risk extending new loans to Jakarta for fear it “would use them to 
pay off debts to the Bloc,” causing a predictable explosion in Congress.!° In- 
donesia’s debt to the USSR alone, much of it undertaken in the aftermath of 
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the PRRI rebellions, represented one-fourth of its balance of payments deficit 
and 4o percent of its debt-servicing load." Indonesian officials first broached 
the debt issue during the visit of Soviet Defense Minister Malinovsky in late 
March. A few weeks later, shortly before Soviet technicians arrived to begin 
negotiations, Indonesia announced it was unilaterally cutting payments on 
Eastern European debt by 50 percent over the next two years (from $83 mil- 
lion to $41 million) and deferring payment on the rest. Antara reported that 
Indonesian and Soviet officials had agreed to reschedule Jakarta’s debt pay- 
ments, apparently codifying Indonesia’s unilateral decision.'" 

Dean Rusk called Jakarta’s actions over the past few months the “most sig- 
nificant move towards [a] West orientation of [the] Indonesian economy 
since independence.”!” The agreement with the Soviets opened the door for 
IMF action on a stabilization loan and for a DAC agreement on increased aid 
to Indonesia. “The Indo[nesians] have complied sufficiently with our pres- 
sure for stabilization and Bloc debt rollover,” Robert Komer told Kennedy, 
“that we ought to go ahead on getting Europeans to chip in” at the DAC 
meeting about to begin in Paris.!! Indonesia was perilously close to exhaust- 
ing its foreign exchange reserves, a scenario with potentially devastating con- 
sequences. But despite continued protest against the May 26 Regulations, the 
Indonesian economy was showing signs of improvement, with commodity 
prices leveling off, exports rising, and import receipts surging.''* U.S. officials 
looked back on the events of the past two months with cautious optimism, 
aware of the precariousness of their position yet hopeful that Sukarno was in- 
augurating a meaningful shift toward the West.!!° 


CHAPTER § 


From High Hopes to Low Profile 


As the Kennedy administration sought in the spring and summer of 1963 to 
mobilize support for its Indonesian aid strategy, it anxiously scanned the 
Southeast Asian horizon for potential trouble. U.S., European, Australian, 
and Japanese observers worried that Sukarno and the military had aims of 
regional dominance and that the campaign of brinkmanship to recover West 
Irian had only whetted their appetite.' Critics now portrayed Sukarno as har- 
boring expansionist ambitions—casting his gaze toward Papua New Guinea, 
North Borneo, or Portuguese Timor, which U.S. officials thought “ripe for 
the plucking at any time.”* Moreover, support in Washington for the White 
House’s vision of Indonesian military modernization rested on a thin reed. 
Just how thin would be demonstrated a few months later when Sukarno, with 
tentative support from the military and the enthusiastic backing of the PKI, 
launched Indonesia on a campaign of confrontation (Konfrontasi) with Britain 
and Malaya over the formation of Malaysia. 
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Konfrontasi would dramatically transform Indonesia’s foreign relations 
and the regional strategies of the United States and the United Kingdom, 
each inseparable from the widening war in Vietnam. The South Vietnamese 
government’s repression of Buddhist demonstrators in May 1963 provoked 
a major political crisis that eventually led to the overthrow of the government 
of President Ngo Dinh Diem. The deepening spiral in Vietnam heightened 
the stakes of halting Indonesia’s perceived leftward drift at the same time 
that it constrained the options available to American and Commonwealth 
policymakers. Konfrontasi would also accelerate Indonesia’s economic de- 
cline, exacerbate the conflict between the armed forces, anti-Communist po- 
litical and religious groups, and the PKI, and substantially raise the risks of 
a domestic conflagration. Over the course of the next year, as Konfrontasi ex- 
panded in tandem with the U.S. war in Vietnam, the Johnson administration 
would gradually jettison its “accommodationist” strategy of working with 
Sukarno to promote military-led modernization in Indonesia; in its place the 
US. adopted a covert strategy aimed at ousting Sukarno and thus sparking a 
violent conflict between the armed forces and the PKI. 


Britain and Southeast Asian Decolonization 


Britain’s formation of Malaysia marked the end of its imperial role in South- 
east Asia. Beginning in 1957, when the British granted Malaya independence 
while retaining formal or informal control over the territories of Sabah, 
Sarawak, Singapore, and the tiny oil-rich sultanate of Brunei, London sought 
a decolonization process that would both meet legitimate nationalist de- 
mands in the region and maintain British dominance over its Far Eastern 
territories by enmeshing them in a network of economic, political, and se- 
curity relations.’ That challenge was especially acute in Singapore, which 
was granted self-government in 1959; there, anti-Communist prime minis- 
ter Lee Kuan Yew faced demands from the left-wing Barisan Socialist Party 
for immediate independence, a socialist constitution, and the removal of the 
British base complex. Sukarno disliked Lee because Singapore cooperated 
with the CIA during the PRRI rebellions and tolerated anti-Sukarno dissi- 
dents and smugglers who wandered freely back and forth across the straits.* 
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Although Singapore handled fully half of Indonesia’s export trade, it also 
turned a blind eye to the massive export of rubber, copra, and tin by local 
military units in Sumatra, including future army leaders such as Ibnu Sutowo 
and Suharto.° 

British officials had long urged a federation among their former colonial 
possessions in the region, but until mid-1961 Malaya’s prime minister Tunku 
Abdul Rahman (known as the Tunku) and other conservatives opposed a merger 
with Chinese-dominated Singapore, prompting the Foreign Office to suggest 
adding the territories of Sabah, Sarawak, and Brunei to ensure a Chinese mi- 
nority in Malaysia.° A commission of inquiry in Sabah and Sarawak concluded 
in June that, despite evidence of widespread local opposition, the population 
favored federation with Malaysia, leading to an agreement in November 1961 
that paved the way for a Malaysian federation.” Through the end of 1962 In- 
donesian officials voiced little opposition to the proposed merger, although 
the CIA reported that Indonesian intelligence, local army units, and left-wing 
parties were assisting opponents of Malaysia in Kalimantan and Brunei. Pre- 
occupied with the mobilization to recover West Irian, however, Sukarno paid 
little public attention to the matter. Foreign Minister Subandrio assured British 
prime minister Harold Macmillan during a visit to London that Indonesia 
supported Malaysia; he repeated his assurances in an address to the United 
Nations General Assembly.* But the Indonesian president’s ideological com- 
mitment to the doctrine of the new emerging forces and to a permanent strug- 
gle against colonialism convinced the British that Sukarno would be drawn 
to oppose Malaysia after he had settled accounts with the Dutch. The White 
House offered muted support for Malaysia, considering it “a neat and posi- 
tive arrangement whereby British influence and military presence could still 
be sustained in the region.” Malaya had the most prosperous economy in 
Southeast Asia in 1962, producing nearly one-third of the world’s rubber 
and tin and providing its citizens with a per capita income more than double 
that of Indonesia. But U.S. officials also recognized that Indonesia viewed 
Malaysia as a threat, and they were leery of taking on added defense burdens. 
Already tied down in Laos and Vietnam, officials such as Averell Harriman 
were determined that the United States not become involved.’ As Washing- 
ton intervened more deeply in Southeast Asia, the strategic implications of 
Britain’s military presence weighed heavy in its considerations. 
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The Brunei Uprising 


British plans for Malaysia rested on a surprisingly shaky foundation. On De- 
cember 8, 1962, two thousand poorly trained and ill-equipped members of the 
little known North Borneo National Army (Tentara Nasional Kalimantan 
Utara, or TNKU) launched an ill-fated revolt against the Sultan of Brunei 
and proclaimed the Unitary State of Kalimantan. Within hours local police 
and British troops flown in from Singapore crushed the clumsy operation. 
Lee Kuan Yew immediately used the revolt as a pretext for arresting scores 
of political opponents, much to the delight of the Tunku, who had de- 
manded repression of Singapore’s restive left wing as the price of admission 
to Malaysia.'° The Tunku quickly charged Indonesia with supporting the 
Brunei rebels, but contemporary evidence suggests that, although support- 
ive, Jakarta was surprised by the revolt. The Kennedy administration wasn’t 
taking any chances, however, and on a visit to Jakarta NSC staffer Michael 
Forrestal bluntly warned Sukarno against trying to block Malaysia’s forma- 
tion, which he said the United States “intend|[s] to support vigorously.”!! A 
few days later Subandrio accused Malaysia’s leaders of being “accomplices of 
the neocolonialists and neo-imperialists pursuing a hostile policy towards 
Indonesia” and announced that Jakarta “cannot but adopt a policy of con- 
frontation,” the contours of which he left deliberately vague. British officials 
immediately pressed Washington to publicly back Malaysia while they sped 
up the timetable leading to its formation.” 

‘The Kennedy administration’s response highlighted its commitment to 
maintaining good relations with Jakarta. The CIA had known that the TNKU 
was training in Indonesian Borneo and was well aware of the level of anti- 
Malaysia sentiment inside Brunei. But Washington’s priority was reinforcing 
Indonesian support for stabilization, and it considered the likelihood that In- 
donesia would risk war with Britain to be quite low.'? As the State Depart- 
ment signed $40 million in new aid deals with Jakarta, Averell Harriman told 
British ambassador Sir David Ormsby Gore that the United States would 
not subordinate its regional priorities to Britain’s parochial interests. Al- 
though the United States supported Malaysia’s formation and needed British 
support on Vietnam and Laos, it would do everything possible to avoid pub- 
licly siding with Britain at a moment when it was asking Indonesia to enact 
painful economic reforms and turn to the West.!* 
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U.S. officials were at a loss to explain what Jakarta hoped to accomplish 
in a seemingly irrational conflict with no clear goals, no chance of success, 
and potentially disastrous consequences. Most historians have concluded 
that Sukarno’s support for Konfrontasi stemmed from a complicated combi- 
nation of ideology, domestic politics, and strategic calculations. His radical 
nationalism, visceral hatred of colonialism, enormous ego, and belief that In- 
donesia had a legitimate right to shape events in Southeast Asia inclined him 
to oppose the manner in which Malaysia was being created—as a colonial 
project rather than as an outcome of struggle.’ Indonesia’s critics charged 
that Sukarno embraced Konfrontasi primarily as a means of distracting In- 
donesians from the country’s economic crisis.!° Most Indonesian elites viewed 
the proposed Malaysian federation as a neocolonial project, a view reinforced 
by London’s crushing of the Brunei revolt, the Tunku’s insistence on moving 
ahead quickly with federation, and Britain’s confrontational diplomacy in the 
summer of 1963. But the army and the PKI had their own institutional and 
ideological reasons for supporting Konfrontasi. The army feared British might 
and sought to recoup the power lost at the end of the West Irian campaign; 
it used the dispute to delay the end of martial law, put off national elections 
scheduled for 1964, and resist budget cuts demanded by the IMF. The PKI 
sought to bolster its position vis-a-vis the army and Sukarno, enhance its na- 
tionalist credentials, derail Djuanda’s economic efforts, and steer Indonesia’s 
foreign policy away from the West.!’ There were few countervailing forces. 

Indonesian concerns about Chinese influence in Southeast Asia also shaped 
the politics of Konfrontasi but in ways that defied straightforward calculation. 
“The problem of the Chinese,” Robert Barnett wrote Averell Harriman, 
“is infinitely complex.” The Sino-Indian border war and Mao’s battle with 
Khrushchev for international leadership suggested to many Kennedy ad- 
ministration officials that Communist China was becoming expansionist and 
posed the chief threat to U.S. interests in the region.'* Sukarno, Nasution, 
and almost all Indonesian elites thought China was “naturally expansionist,” 
not because it was Communist but because it was China, a country of 700 
million whose overseas population—2.5 million of them living in Indone- 
sia—dominated the trading economies of many Southeast Asian countries. 
Chinese Indonesians were often the targets of nationalist wrath, discrimina- 
tory regulations, and occasional physical attacks by Indonesians who re- 
sented their relatively privileged economic position, measures sometimes 
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tacitly or directly backed by Sukarno and the PKI even as they forged closer 
ties with Beijing.!? It was such logic that spurred Sukarno to offer rhetorical 
support for Philippine president Diosdado Macapagal’s proposal for a loose 
federation of Malaysia, Indonesia, and the Philippines, telling him that “the 
time now had come when petty quarrels should be set aside in order to join 
forces in the face of a common Chinese enemy.””° 

On February 13, as his economic advisers went to Washington to negoti- 
ate with IMF officials, Sukarno spoke before a mass rally in Jakarta where he 
charged that the formation of Malaysia was “the product of the brain, the 


”21 Tndone- 


thinking, the goals, the effort, the initiative of neo-colonialism. 
sia’s rhetorical escalation of what was now being called Konfrontasi convinced 
the British government of the need to push Malaysian federation as quickly 
as possible. Prime Minister Macmillan called for a quadripartite meeting in 
Washington, but he was bitterly disappointed when Australian and New 
Zealand officials balked at backing Britain without firm U.S. security guaran- 
tees; in addition, Averell Harriman said that American influence with Sukarno 
“would be used solely to keep Indonesia out of the Communist bloc and not 
as a means of forcing him to support Malaysia” so long as Indonesian be- 
havior stayed within tolerable bounds.” An attack by Indonesian troops in 
the border region of Sarawak, held on the eve of tripartite talks between 
Philippine, Indonesian, and Malaysian officials, suggested that Washington 
could be quite tolerant.” 

Over the next few months, however, Indonesia took significant steps to 
de-escalate Konfrontasi. In early June Malayan foreign minister Tun Razak, 
Subandrio, and Philippine foreign minister Emmanuel Pelaez negotiated 
what became known as the Manila Accord. The accord affirmed shared re- 
sponsibility for guaranteeing the stability and security of the region and 
endorsed Philippine president Macapagal’s proposal for a grouping of the 
Malay nations, called Maphilindo. The Philippines and Indonesia also an- 
nounced that they would “welcome” Malaysia, provided that the U.N. could 
ascertain that the populations of Sabah and Sarawak were supportive.” The 
Macmillan government was unimpressed, dismissing Maphilindo as “a com- 
plete sham” and pointing to continued Indonesian cross-border incursions 
as a better signal of Jakarta’s intentions.”* But at an ANZUS council meeting 
in Canberra, Indonesian stabilization and oil negotiations—not Malaysia— 
topped the State Department’s agenda. “The loss of Indonesia to the Bloc,” 
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the State Department argued, “would be an infinitely more grave threat to 
our mutual security than any development we now anticipate as likely to 
arise from Indonesia’s position in the Malaysia dispute.””° 

A month after the Manila Accord, Indonesia’s progress on stabilization, 
oil negotiations, and Malaysia seemed to signal a shift toward the West, ful- 
filling the Clay Committee’s benchmarks for continuing U.S. assistance.”’ 
Defeating congressional attempts to limit U.S. aid now became a priority for 
the White House, which lobbied Representative William Broomfield, fed 
articles to sympathetic congressmen to enter into the Congressional Record, 
and enlisted lobbying help from Caltex and Stanvac executives.’* In Jakarta 
the embassy pointed to continued congressional hostility to pressure Indo- 
nesia. Howard Jones recalled that “hovering wraith-like in the background” 
of his meetings with Indonesian officials “was [the] obvious specter of [the] 
Broomfield amendment and [the] serious market reaction here which could 
occur if speculators began to discount [the] likelihood [of] continuance [of] 
U.S. assistance.””? 

‘The “Manila spirit” on which U.S. officials pinned so many of their hopes 
lasted all of a month. On July 9, 1963, British officials signed an agreement 
with the Tunku, Lee Kuan Yew, and the leaders of the North Borneo terri- 
tories to establish Malaysia on August 31, signaling that they intended to go 
ahead regardless of the outcome of any U.N. ascertainment. Sukarno was fu- 
rious, and on July 11 he angrily announced the resumption of Konfrontasi.*° 
The Indonesian military was more cautious, in part because of the explicit 
warnings given by U.S. officials that “overt military activity against Malaysia 
would entirely foreclose all prospects of U.S. aid.”?' But Congress was ill- 
inclined to search for shades of gray in Jakarta’s actions. On July 25 the House 
Foreign Affairs Committee let the air out of the administration’s tires and 
approved the Broomfield amendment, which banned further aid to Indone- 
sia.” The administration now faced the difficult prospect of convincing its 
allies to provide aid for Indonesia that Congress had just rejected, and op- 
ponents of stabilization in Indonesia pointed to the Broomfield amendment 
as a prime example of why Indonesia could not trust the West and should 
not bow to pressure over Malaysia.*? 

Hoping to prevent a widening of the conflict, Sukarno and Philippine pres- 
ident Macapagal met with the Tunku to discuss the timetable for Malaysia’s 
formation. At this meeting Sukarno traded his demand for a plebiscite in the 
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North Borneo territories in exchange for the Tunku’s agreement that Malay- 
sia’s formation might be delayed slightly to accommodate a U.N. mission of 
inquiry in Sabah and Sarawak.** The White House realized that the West 
would now need to provide political cover for a dignified retreat from Kon- 
frontasi by showing it was serious about helping Indonesia. “Sukarno’s ex- 
pectation of substantial external assistance from the west and notably the 
United States must not be disappointed,” Robert Barnett wrote to Averell Har- 
riman upon returning from a lengthy tour of Southeast Asian capitals. 
With the early returns on Indonesia’s stabilization program trickling in, IMF 
officials returned to Jakarta to evaluate its eligibility for a $50 million stabi- 
lization loan, shortly before the Development Advisory Committee (DAC) 
was to meet in Paris to consider an additional Indonesian request for $250 
million to meet its balance of payments obligations, finance essential im- 
ports, and avert an exchange rate meltdown.** The United States convinced 
the IMF to approve Jakarta’s request, even though it had met few of its aus- 
terity requirements, but DAC members balked.” Congressional critics of 
Indonesia were outraged that the Kennedy administration was even trying to 
bail out Sukarno. The House took a sharp knife to the administration’s pro- 
posed foreign aid budget for 1964, slicing 20 percent from the White House’s 
original request for $5 billion.** 

As Congress was slashing the administration’s foreign aid budget, the 
U.N. mission conducted its survey in Sabah and Sarawak. Into this powder 
keg strode the short-fused Commonwealth secretary Duncan Sandys, who en- 
couraged the Malayan cabinet to declare that Malaysia would come into being 
regardless of what the U.N. determined. When U Thant’s report, issued on 
September 14, concluded that “there is no doubt about the wishes of a sizeable 
majority of the peoples of [Sabah and Sarawak] to join the Federation of 
Malaysia,” both the Indonesian and Philippines cabinets decided to withhold 
recognition.*? Two days later the Tunku proclaimed Malaysia Day, sparking 
massive and violent demonstrations in both countries. When Malaya recalled 
its ambassador and broke relations with Indonesia, demonstrators, partly or- 
ganized under the auspices of Sukarno’s National Front, sacked and burned 
the British embassy and destroyed British residences throughout Jakarta.” 
The next day Sukarno announced the administrative takeover of all British 
companies and the severing of all trade with Malaysia, including Singapore, 
through which half of Indonesia’s imports and exports passed.*! 
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Sukarno’s decision to cut off trade with Malaysia—an act of “economic 
idiocy” in the words of one administration official—was a dramatic act with 
far-reaching consequences, among the least of which was depriving Indone- 
sia of the bulk of the foreign exchange earnings it needed to meet its com- 
mitments to the IMF.” Severing trade ties also deprived Stanvac and Shell 
Oil of their Malaysian markets for fuel oil and cut off access to entrep6t and 
refining facilities in Singapore, which were used for distributing oil through- 
out Southeast Asia. Exports of smallholder rubber, tin ore, copra, and coffee 
fell sharply, and the earnings of many small-scale producers and exporters of 
agricultural goods simply “disappeared.”* The severing of economic ties 
with Malaysia “shattered the keystone” of the Kennedy administration’s post— 
West Irian plans for Indonesia. Jones and other accommodationists had long 
argued that, faced with economic collapse, dependence on the Soviet bloc, 
or a potential PKI rise to power, Sukarno would respond by bolstering in- 
ternal security and deepening Indonesia’s economic ties to the West. In fact, 
Sukarno seemed to be doing the opposite. The escalation of Konfrontasi also 
alienated Indonesia from other nonaligned nations, many of which, as Pak- 
istani officials told Lord Home and Dean Rusk, considered the conflict “an 
entirely different matter from the colonial issue of West Irian since it in- 
volved two Afro-Asian states.”*# 

On September 23 an interagency working group met at the White House 
to consider the future of U.S. assistance to Indonesia.** Given the fierce re- 
action to Sukarno’s actions, many officials favored a significant aid reduction 
or even a total cutoff, but Kennedy’s “strong, clear stand for restraint” held 
them in check. “With a strong president whose views were known,” Michael 
Forrestal recalls, “no one person felt strong enough to want to buck him.”* 
Congress was another matter, with Representative Broomfield and other op- 
ponents calling for an immediate aid suspension. “If history has taught us 
one lesson,” the Michigan congressman said, “it is that you cannot appease 
a power-mad dictator.” The next day the United States announced that it 
was halting all new economic assistance to Jakarta and temporarily holding 
up shipments of weapons and ammunition. Shipments of rice, technical as- 
sistance, MAP aid, and assistance to the Mobile Police Brigade would con- 
tinue.*” Sutikno Slamet ruefully told AID officials that he now saw “virtually 
no hope for stabilization,” as Konfrontasi galvanized domestic opponents, 
who called for wholesale revision or repudiation of the May 26 regulations. 
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As Washington went, so did the IMF, which suspended $30 million in undis- 
bursed aid from its standby arrangement with Jakarta. The DAC likewise 
canceled its upcoming meeting on Indonesia.** 

Once again, Indonesian foreign relations spilled over into oil politics. 
PKI-affiliated unions attempted to seize Shell Oil facilities and attacked Shell 
properties.” Whitehall feared the worst. “I cannot but feel,” Prime Minister 
Macmillan wrote President Kennedy, “that to allow Sukarno to drive a wedge 
between us in this matter of the oil companies would give him exactly the 
sign for which he was looking.”*° Although Kennedy hoped to avoid linking 
British fortunes in Jakarta to those of the United States, Macmillan was right. 
Indonesian actions against Shell Oil and other British properties posed a gen- 
eral threat to the position of foreign capital in Indonesia, forcing the hand of 
U.S. officials. On September 21 Ambassador Jones met with Sukarno and de- 
manded the immediate return of all British properties and prompt compen- 
sation for all properties destroyed in the anti-British rioting.*'! A few days 
later Indonesia signed contracts with Caltex, Stanvac, and Shell, “one of the 
very few bright signs that have come out of Jakarta” in an otherwise dismal 
week, NSC staffer C. L. Alexander told McGeorge Bundy.” The events of 
the previous weeks were a blunt reminder of Washington’s limited leverage in 
Indonesia. The United States had to set more modest goals now, the State 
Department cabled ambassadors in the region: maintaining crucial ties to the 
army and police, continuing with a scaled-back program of assistance, and fa- 
cilitating a way for Sukarno to climb down from Konfrontasi. As relations with 
Jakarta deteriorated, the Kennedy administration and later the Johnson ad- 
ministration were forced to grapple with the possibility that Washington’s 
plans for drawing Indonesia toward the West had failed and that a new strat- 
egy, commensurate with the gravity of the perceived threat posed by Sukarno’s 
continued march to the left, was needed.” 


Pulling Sukarno’s Chestnuts out of the Fire: 
U.S. ‘Konfrontasi’ Diplomacy 


Sukarno’s resumption of Konfrontasi in the fall of 1963 decisively altered Indo- 
nesia’s political and economic trajectory and its relationship with the United 
States. For the Kennedy administration Konfrontasi spelled the decline of the 
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accommodationist policy current and the end of its ambitious plans for using 
economic, military, and multilateral assistance to accelerate Indonesia’s mod- 
ernization. Walt Rostow later expressed his frustration “that Sukarno could 
not bring himself to settle down to the modernization of Indonesia and let 
the matter of Malaysia be dealt with peacefully.” The escalation of Konfrontasi 
signaled that “a point of no return [had been] passed,” wrote J. A. C. Mackie; 
it marked the end of Indonesia’s attempts at economic stabilization, acceler- 
ated the unraveling of the economy, and exacerbated the political polarization 
of Indonesian society.** 

With the stakes so high, administration officials had no choice but to in- 
volve the United States more directly in diplomatic efforts to defuse Kon- 
frontasi. The dispute threatened to escalate into a major regional conflict at 
the very moment when the Vietnam War was emerging as America’s single 
most significant foreign policy challenge and the British were expressing se- 
rious doubts about U.S. strategy.°> Even at the zenith of its power, Wash- 
ington could ill afford to become directly involved in the Malaysia conflict 
without adversely affecting its commitments elsewhere in Southeast Asia, 
and over the next two years it would struggle with this conflict between its 
ambitious goals toward Indonesia, the limited reach of U.S. aid and influence, 
and the pressing commitments of its regional allies. The White House’s chief 
goal in the fall of 1963 was to defuse Konfrontasi and force Indonesia, Malaysia, 
and the Philippines back to the bargaining table. Howard Jones warned Rusk 
that it would be a “serious mistake” to publicly attack or otherwise isolate 
Sukarno, a move that would only increase his militancy and dependence on 
the PKI.°* The Tunku, however, refused to consider a return to talks until 
Sukarno agreed to a cease-fire and a total withdrawal of Indonesian troops 
from Sarawak and Sabah. 

The British dilemma was especially acute. As the CIA observed, Kon- 
frontasi had exposed “a critical gap between its commitments in the Malaysian 
areas and its capabilities,” disrupting its goal of reducing regional military 
expenditures and partially withdrawing from east of the Suez. British intel- 
ligence recognized that a prolonged Indonesian insurgency in Borneo would 
hemorrhage the nation’s resources, but policymakers in London wavered be- 
tween the need to end Konfrontasi as quickly as possible and their desire to 
punish Indonesia by provoking an army-PKI clash leading to Sukarno’s ouster. 
James Cable, head of the Southeast Asian Department of the Foreign Office, 
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argued that “an army coup d’état would become a real possibility if it were evi- 
dent that Malaysia could not be broken and the Indonesian economy appeared 
to be on the point of collapse.”*’ Although U.S. officials in principle supported 
Sukarno’ ouster, they thought that such talk was irresponsible and premature 
while there was still a chance that a combination of threats, pressure, and in- 
centives might lead to a negotiated settlement. The contrast with Vietnam— 
where the administration was working to block negotiations and where sup- 
port for a coup against Ngo Dinh Diem was growing—was striking. 

The divergent aims and priorities of the United States and its closest al- 
lies over Indonesia emerged in crystalline form at quadripartite talks held in 
mid-October 1963. Averell Harriman argued that Sukarno had no “concrete 
long-range plan for expansion” in the region, was not as vulnerable to out- 
side pressure as the British thought, faced “no significant domestic threat,” 
and would be unlikely to change his policy on Konfrontasi in response to 
an aid cutoff.** Australian prime minister Menzies and New Zealand prime 
minister Keith Holyoake were by now being pulled in opposite directions. 
Whitehall persistently pressed Australia and New Zealand to commit troops 
to Borneo, both to reinforce the British presence and to invoke Washing- 
ton’s commitments under the ANZUS Treaty. Washington’s goal on the 
other hand, “was to establish mechanisms by which [it] would maintain a de- 
gree of control over Australasian military involvement in confrontation” 
while ensuring that its allies could not inhibit U.S. action.” 

In Jakarta Howard Jones doggedly defended U.S. engagement with Sukarno 
and the Indonesian armed forces. He continued to insist that the army was 
not the primary threat to British interests in the region. Congressional crit- 
ics disagreed.” At the end of October William Broomfield and Clement 
Zablocki, chairman of the Far East and Pacific Subcommittee of the House 
Foreign Affairs Committee, returned from a two-week trip to Southeast Asia 
condemning Indonesian expansionism. A week later Wisconsin senator 
William Proxmire introduced an amendment to cut off all remaining aid to 
Jakarta barring a presidential determination, branding Sukarno “a new orien- 
tal Hitler.”*! The amendment passed in a lopsided vote, as did the Gruening 
amendment, which barred assistance to countries “engaging in or preparing 
for aggressive military efforts,” setting up the confrontation with Congress 
over aid to Indonesia that Kennedy had wished to avoid.” 

It was on this dour note that Ambassador Jones returned to Washington in 
early November to propose, with Assistant Secretary of State Roger Hilsman 


FROM HIGH HOPES TO LOW PROFILE 4125 


and Averill Harriman, a last ditch “package deal” to President Kennedy: In 
exchange for Sukarno’s commitment to tripartite negotiations and a with- 
drawal of Indonesian forces from Kalimantan, the president would resuscitate 
multilateral aid and visit Indonesia as part of a broader Southeast Asian tour. 
The president approved, and as a sweetener authorized the sale of 40,000 
tons of rice and a visit by General Nasution to the United States.® Linking 
his commitment to military modernization with the administration’s goal of 
regional economic integration, Hilsman also urged President Kennedy to use 
the Southeast Asian trip to push for a “new pacific partnership” that would 
join “the developed countries of the pacific” to the “less developed countries 
in a program of nation building,” linking “deterrence of Communist aggres- 
sion” with “the construction of a viable system of free-world societies through 
economic and technical assistance.” 

Kennedy’s approval of Jones’s gambit is a testimony to the strategic and 
economic importance he ascribed to Indonesia. Michael Forrestal recalls that 
Kennedy “used to say quite brutally, ‘Indonesia is a nation of 100 million with 
perhaps more resources than any other nation in Asia. . . . It doesn’t make any 
sense for U.S. to go out of way permanently to alienate this large group of 
people sitting on these resources, unless there is some very, very persuasive 
reason for doing it.’”® Three days later the president was assassinated in 
Dallas, magnifying the impact of First Minister Djuanda’s death from a heart 
attack just two weeks earlier. Ambassador Jones characterized Djuanda as 
“the only member of the cabinet who saw the Indonesian problem ‘whole.’” 
He was also the only person whom Sukarno seemed to trust on economic 
matters. He was an architect of IMF-led stabilization, a lightning rod for 
PKI criticism (and therefore acceptable to the army), and the most powerful 
Sukarno-era proponent of cementing Indonesian ties to the West while giv- 
ing the state a leading role in economic development.” 


Lyndon Fobnson and Indonesia 


In the days following Kennedy’s death, Lyndon Johnson spent much of his 
time on the phone with heads of state, domestic business leaders, and mem- 
bers of Congress to reassure them that he was firmly in control and intended 
to carry through with Kennedy’s policies. Nowhere was such continuity needed 
more than in Southeast Asia. The assassination of Ngo Dinh Diem in South 
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Vietnam had opened a chaotic scramble for power that only highlighted that 
country’s dependence on U.S. largesse and firepower for survival. President 
Johnson harbored real worries about the growing U.S. military presence in 
Vietnam and even greater worries about the domestic consequences of fail- 
ing. In a meeting with Henry Cabot Lodge and other advisers he argued 
“now that it was done, we have to see that our objectives are accomplished.” 
He pledged to Bill Moyers, “I am not going to lose Vietnam. I am not going 
to be the President who saw Southeast Asia go the same way China went.” 

Indonesia was on the far periphery of Johnson’s concerns when General 
Nasution arrived in Washington just two days after Kennedy’s assassination. 
The State Department encouraged Johnson to receive the armed forces 
chief, noting that he was the “chief counterweight” to Sukarno and “by far 
the most likely successor” should the president die or be overthrown. The 
CIA was less gracious, describing Nasution as “an apologist” for Konfrontasi 
and soft on the matter of ousting Sukarno. In their meeting Johnson broke 
new ground, giving the general perfunctory assurances of the continuity of 
US. policy.* Two weeks later, on the eve before he returned to Jakarta, 
Howard Jones also met with President Johnson, stressing the importance of 
establishing a close relationship with Sukarno and urging him to meet Indo- 
nesia’s president at the earliest opportunity. Johnson again was unmoved, 
musing, “I wonder whether the closer we get to Sukarno the more difficult 
he becomes.” 

Historians have spilled much ink arguing whether Kennedy’s death al- 
tered the basic direction of the U.S. war against Vietnam, but the assassina- 
tion unquestionably changed the direction of U.S. policy toward Indonesia. 
Forrestal noted that “an Indonesian policy requires a positive effort by the 
President because there are not that many people in the government who 
care and there are many who oppose.” Kennedy had cared and was willing to 
expend political capital; Johnson decided early on that “he was not going to 
bear any political burdens on behalf of Indonesia.” The new president de- 
scribed his dislike of Sukarno in visceral, strongly gendered terms. “When 
you let a bully come in and start raiding you in your front yard, if you run, 
he’ll come in and run you out of your bedroom the next night,” he told 
Robert McNamara. “I don’t think we ought to encourage this guy [Sukarno] 
to do what he is doing there. And I think any assistance just shows weakness 
on our part.”’? Lyndon Johnson was neither interested in Indonesia nor in- 
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clined to spend political capital pushing policies that were unpopular in 
Congress, where he had much more pressing concerns—such as passing the 
martyred president’s civil rights bill. Unsurprisingly, when aide Kermit Gor- 
don showed up at Johnson’s ranch over Christmas bearing the presidential 
determination Johnson would need to sign to keep aid to Indonesia flowing, 
Johnson balked. “I talked to Dick Russell about that and he says that I ought 
to be impeached if I approve it,” he half-joked to Robert McNamara. But the 
decision provoked bitterness among some Kennedy administration officials. 
“Everyone down the line,” Roger Hilsman later wrote, knew that “Kennedy 
would have signed the determination routinely.””! 

‘Two weeks later the NSC met to discuss the presidential determination 
amid a backdrop of repeated Indonesian military incursions into Malaysia.” 
The president’s advisers were in a difficult position; they were unified in 
their increasing opposition to Sukarno and sensitive to the pressure created 
by passage of the Broomfield and Gruening amendments, but they were 
wary of cutting aid much further. The State Department had already slashed 
funding for FY 1964 by 80 percent to just over $15 million, and reducing aid 
much further would mean severing crucial links to the Indonesian military.” 
“Nobody likes Sukarno, and with good reason,” McGeorge Bundy observed, 
“but... we are contending for the long-range future in a country of 100 mil- 
lion with great resources in a strategic location.” Rusk agreed. “More is in- 
volved in Indonesia,” he argued, “than is at stake in Vietnam.” Cutting aid fur- 
ther would eliminate one of the few remaining sources of U.S. leverage, have 
little effect on Sukarno’s efforts to undermine Malaysia, and, according to CIA 
director John McCone, probably lead to the takeover of U.S. investments.”* 

‘The question, then, was what to do about Congress. Bundy suggested that 
Johnson send Robert Kennedy to Jakarta to “tell Sukarno the hard and bru- 
tal truth,” as the embassy seemed unwilling to do. After remaining silent for 
much of the meeting, Johnson finally spoke. Do we have to make a decision 
now? he asked Rusk. The administration had just been through a prolonged 
and bitter fight with Congressman Otto Passman over the foreign aid bud- 
get for FY 1964. “I’m really humiliated that ’m President [and] that a god- 
damn Cajun from the hills of Louisiana has got more power than all of us,” 
he told Speaker of the House John McCormick. Dismissing his aides’ advice, 
Johnson directed Rusk and McNamara to discreetly consult with congres- 
sional leaders about the possibility of continuing aid already in the pipeline 
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without a determination, so long as no new aid commitments were made.” 
‘To convince Congress that he took its concerns seriously, Johnson dis- 
patched Robert Kennedy to Jakarta, a move that both conveyed the proper 
resolve and got his disliked attorney general out of town for a few weeks. “I 
am going to send Bobby Kennedy to Indonesia and just let them put it in his 
lap,” he confided to Richard Russell. “Let him go out there and have what- 
ever row there is with Sukarno.” 

‘The younger Kennedy did not relish his task. “I did not like him from 
what I heard of him,” he told Arthur Schlesinger after his first visit to Indo- 
nesia in 1962. “I did not like him when I was there and I haven’t liked him 
since.” The British weren’t excited either, viewing any U.S. attempts at me- 
diation as a prelude to demands for concessions from Malaysia.’’ After a 
week of whirlwind meetings, Kennedy convinced President Sukarno, Philip- 
pine president Macapagal, and Tunku Abdul Rahman to meet, and he se- 
cured an Indonesian commitment to halt military action in Kalimantan.”* It 
looked as though Kennedy might finally have gotten Konfrontasi “out of the 
jungle and onto the conference table,” Robert Komer wrote President John- 
son.” The attorney general’s satisfaction at having brokered a cease-fire 
quickly dissipated when he returned to the White House to brief the presi- 
dent and found an “open klieg lit Cabinet meeting” filled with reporters. He 
felt sandbagged, convinced that neither Lyndon Johnson nor Dean Rusk 
gave “a damn about his effort.”®° Appropriately, the cease-fire on which 
Washington pinned its brief hopes collapsed almost before it began, as the 
‘Tunku and Sukarno came to starkly different conclusions over whether the 
cease-fire required Indonesian forces to withdraw from Malaysian territory. 
‘Three months later Ambassador Jones wrote that the meaning of Kennedy’s 
agreement still was “not entirely clear.”*! 

The Foreign Office opposed negotiations altogether, arguing that Sukarno’s 
goal was the destruction of Malaysia and the expulsion of Britain from South- 
east Asia and that talks would raise only nonnegotiable issues, such as British 
base facilities in Singapore and the Anglo-Malaysian defense agreement. Of- 
ficials in Canberra and Wellington largely shared these concerns. British 
policymakers were similarly dismissive of the State Department and White 
House’s efforts to differentiate between Sukarno’s and the armed forces’ at- 
titudes toward Malaysia, fearing that close aid and training ties had blinded 
them to the danger that the Indonesian military posed to Western interests 
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in Southeast Asia.* Over the course of the winter they stepped up efforts to 
block weapons sales and military training for Jakarta not only from the 
United States but also from Germany, Italy, France, Japan, and Canada, and 
they delighted in pointing to Indonesia when pressed by U.S. officials on the 
issue of continued British trade with Cuba, the Soviet Union, and China.* 
At quadripartite talks held in Washington in early February 1964, Edward 
Peck, head of the Far Eastern Department of the British Foreign Office, ar- 
gued that by pushing negotiations, the United States was letting Sukarno off 
the hook, drawing out Konfrontasi, and pressuring Malaysia to make unac- 
ceptable concessions. It would be far better, argued Australian ambassador to 
Indonesia Keith Shann, to isolate Indonesia and let things “deteriorate to a 
point where internal difficulties will either force the overthrow or neutral- 
ization of Sukarno.”* U.S. officials responded that they “just did not want 
to be dragged into a ten year jungle war to support a country like Malaysia 
against a country like Indonesia.” American intelligence estimates uniformly 
concluded that the Indonesian president’s grip on power was unlikely to be 
challenged during his lifetime. The United States had no choice but to try 
to maintain decent relations with Sukarno, Averell Harriman argued, “un- 


less, of course, some of our friends wished to try to overthrow him.”* 


The Hard-Line Resurgence 


Although the White House maintained to Congress and its British allies that 
USS policy toward Indonesia had not changed, many officials were losing pa- 
tience with Ambassador Jones’s approach to Sukarno and the logic of ac- 
commodation, and those who disagreed were losing their jobs. Over the 
course of 1964 Jones’s allies in Washington fought a rearguard battle against 
a rising tide of hard-line sentiment on Indonesia. The accommodationists 
were felled as much by the regional and global implications of the escalating 
U.S. commitment to Vietnam as by the growing frustration with Sukarno 
and Konfrontasi. Within months of Kennedy’s death, policymakers critical of 
the drift of U.S. policy on Vietnam—especially the introduction of massive 
ground forces—resigned, were removed, or simply lost their influence and 
were ignored as McGeorge Bundy, Robert McNamara, and Dean Rusk ce- 
mented their control over the policy-making process. Among the casualties 
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were Averell Harriman, Roger Hilsman, and Michael Forrestal, the strongest 
backers of the Kennedy administration’s post—-West Irian strategy of inte- 
grated military and economic assistance aimed at Indonesia’s long-range po- 
litical and economic modernization.*® Rusk quickly became one of the pres- 
ident’s closest and most loyal advisers—bad news for those who had harshly 
criticized him or gone over his head to President Kennedy just a few months 
earlier.*’ Harriman’s exile was particularly hard. Kennedy’s ambassador to 
Malaysia, Charles Baldwin, credited him with being the architect of the ad- 
ministration’s Indonesia-Malaysia policy. AID assistant administrator for the 
Far East Seymour Janow argued that Harriman “more than any other, knew 
the pitfalls, the political obloquy to be expected upon” the Kennedy admin- 
istration for its aggressive commitment to Indonesia.** 

With Hilsman and Harriman out of the bureaucratic loop, hard-liners in 
Washington and Kuala Lumpur began pushing for a more aggressive ap- 
proach toward Sukarno and the Indonesian military, adopting elements of 
the British government’s critique of Washington’s embrace of the army. It 
was “about time we took some action” against Sukarno, McGeorge Bundy 
told his staff. “The essence of the problem,” David Cuthell wrote Howard 
Jones in a telegram signed off on by Dean Rusk, was that “Sukarno recog- 
nizes our refusal to support confrontation . . . and is willing to face [the] pos- 
sible loss of both current and potential U.S. aid.” The Indonesian military 
for the most part seemed to “lack understanding of where Indo policy is 
leading,” and those officials that did understand were unwilling to act, all of 
which made it harder to justify continued military training and civic action 
assistance before a hostile Congress.*” 

The criticism was off the mark. The Malaysia campaign, as U.S. intelli- 
gence realized, had opened up fissures within the armed forces. The navy and 
air force—the branches of the military closest to Sukarno and Moscow— 
pushed for a more aggressive posture, including attacks on the Malaysian 
mainland, whereas the army sought to limit military action to Borneo, be- 
cause it would bear the brunt of any military escalation. Cuthell proposed 
that the “time has come to draw on relationship we have built with [the] 
Indo military in [an] effort [to] head off GOI before it’s too late,” a position 
Ambassador James Bell was pushing from Kuala Lumpur.” The push came 
as the State Department’s Policy Planning Council revived its interagency 
working group to draft new policy guidelines for Indonesia. Lest anyone 
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wonder about the implications of the debate, the draft policy paper asked, 
“Are we simply seeking a change in Indonesia’s external policies or do we see 
the withholding of assistance as a means of stimulating change within Indo- 
nesia itself?””! 

Over the next few weeks, Howard Jones and other embassy staff met with 
key Indonesian military leaders to outline the dire picture before them and 
the advantages of moving against Sukarno. Looming in the background of 
these conversations was the specter of further reductions in U.S. economic 
and military assistance. In a meeting with Ambassador Jones in early March, 
General Nasution pledged that the armed forces, while committed to Kon- 
frontasi, had no intention of going to war with either the British or Malaysia 
and would try to keep the conflict within acceptable limits.*? Army leaders 
were still reluctant to force a showdown with Sukarno, fearing a split in the 
military or even civil war. Jones continued to press the defense minister, sug- 
gesting broadly that Washington would back a coup against the Indonesian 
president. But General Nasution “avoided like the plague any discussion of 
possible military takeover, even though this hovered in [the] air . . . through- 
out [our] talk,” he reported back to the State Department “and at no time 


did he pick up obvious hints of U.S. support in time of crisis.”?? 


“To Hell with Your Aid” 


Although the continuation of U.S. aid to Indonesia was generating heated 
internal debate, administration officials doggedly—if unenthusiastically— 
continued to defend the limited aid program before a hostile Congress. On 
March 25 Dean Rusk told the Senate Foreign Relations Committee that the 
United States had “initiated no new aid programs in Indonesia” and would 
not until Konfrontasi had ended; meanwhile, White House and State De- 
partment officials privately assured aid opponents that remaining assistance 
would not enhance Indonesia’s ability to threaten Malaysia. But military and 
counterinsurgency training continued, Michael Forrestal confided to Mc- 
George Bundy, with “some categories of training now going on, and some 
starting soon which would make British hair stand on end.””* 

Rusk’s testimony was widely covered by Indonesian newspapers. The next 
day in Jakarta, at a groundbreaking ceremony attended by 2,000 people and 
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numerous diplomats, the Indonesian president pointedly looked at Howard 
Jones and shouted, “To hell with your aid! We can do without aid. We'll never 
collapse!” Sukarno’s comments sparked predictable outrage. “It’s easy for 
President Sukarno of Indonesia to tell us to ‘go to hell’ with our foreign aid— 
now that he has already received $894 million worth,” declared an ambitious 
‘Texas oilman named George H. W. Bush, whose Zapata Off-Shore was drilling 
for oil off the coast of Borneo.” Jones criticized the “emotional, uninformed 
USS. reaction to Sukarno’s recent outburst,” but the damage had been done. 
Both houses of Congress introduced bills to completely ban U.S. assistance 
to Indonesia.” McGeorge Bundy was by now hardening his stance—gloomily 
telling White House staff that “it was inevitable that we would have to cut 
off aid”—and opposing a presidential determination for Indonesia.” Despite 
their frustration with the Indonesian military’s unwillingness to act deci- 
sively in the face of Sukarno’s leftward drift, however, many administration 
officials insisted that long-term U.S. interests demanded continued aid and 
close ties to the army and other anti-Communist groups. These connections 
would bear fruit in a post-Sukarno era, when the United States expected the 
military and its allies to run the country. The crucial question remained: What 
political price was the administration willing to pay to maintain a foothold 
in Jakarta? 

Defending aid to Indonesia would have been easier if U.S. officials could 
have pointed to progress in defusing Konfrontasi. But intelligence reports in- 
dicated that Indonesia was once again stepping up its military incursions in 
Kalimantan and Borneo, prompting the Malaysian government to announce 
that it was calling up 100,000 conscripts and refusing talks until Indonesian 
forces withdrew. Not to be outdone, Sukarno announced the formation of 
a Volunteers’ Command (Komando Gerakan Sukarelawan) with 21 million 
members committed to “crushing” Malaysia.°* Whitehall was exasperated 
with the Johnson administration’s reliance on the ever-receding possibility 
of talks, arguing instead that Indonesia should be given a “bloody nose.” But 
as Dean Rusk told the Australian minister for external affairs Sir Garfield 
Barwick, President Johnson was “not going to put in boys from Nebraska 
and Kansas just because the Tunku won’t go to a meeting.”” 

Indonesia’s hopes that domestic pressure might force the Tunku to com- 
promise with Jakarta evaporated when the returns came in from Malaysia’s 
April 25 national elections. The Tunku’s Alliance Party soundly defeated Lee 
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Kuan Yew’s People’s Action Party and won an overwhelming majority of 
seats in the Malaysian Parliament, with the government’s handling of Kon- 
frontasi looming large in the background.!° Sukarno responded by forming 
the Dwikora (Dwi Komando Rakyat, or Two Commands of the People) and 
by creating a military command (the Komando Siaga, or KOGA) headed by 
air force commander vice air marshal Omar Dhani to oversee Konfrontasi.'°! 
Not even a looming rice shortage, the economy’s continued downward spi- 
ral, and the outbreak of a “fairly widespread” regional revolt in Sulawesi 
seemed to moderate Sukarno’s position.'” In this atmosphere of near total 
mistrust and mutual recrimination, Sukarno, Macapagal, and the Tunku met 
in Tokyo on June 20, 1964, surprising no one when they departed in failure 
two days later with neither Indonesia nor Malaysia willing to moderate its 
demands.'? Surveying the depressing landscape, President Johnson told 
McGeorge Bundy that “the only question is how gradually we disengage.” ! 
A National Intelligence Estimate drafted in July reflected the deepening pes- 
simism, concluding that the “road ahead for Indonesia is a troubled one of do- 
mestic deterioration, external aggression, and overall Communist profit.”!” 

As the Johnson administration’s exasperation with Jakarta grew, hard-liners 
pressed for a closer embrace of Malaysia. The White House’s decision to in- 
vite the Tunku to visit Washington in July confirmed the slow but steady as- 
cension of the hard-liner current and ratified an important shift in U.S. policy 
toward Malaysia.'°° Four months earlier, in February, Prime Minister Douglas 
Home and President Johnson had struck a tacit bargain that amounted to an 
imperial division of labor in the region, exchanging Washington’s political 
support on Malaysia for British support on Vietnam.'” After two days of 
meetings, the Tunku and President Johnson announced a U.S. offer of mili- 
tary assistance and condemned violations of Malaysia’s territorial integrity by 
its neighbors—a clear reference to Indonesia.'°* The Tunku’s trip to Wash- 
ington doubtless confirmed the Indonesian president's belief that the United 
States was settling more firmly on Malaysia’s side in its dispute with Jakarta. 
Equally important, the commitment to Kuala Lumpur enabled the White 
House to press New Zealand and Australia to commit their limited forces to 
Vietnam rather than to Malaysia.'” 

‘The Tunku’s visit was marred by the outbreak in Singapore of race riots 
between Chinese and Malay residents; the riots highlighted Malaysia’s polit- 
ical fragility and vulnerability.''° Indonesia accordingly stepped up its attacks 
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and shifted the locus of military activity from Sarawak and Borneo to main- 
land Malaysia and Singapore, where Indonesian troops began sabotage ef- 
forts in late June. On August 17, as Sukarno was proclaiming Vivere Pericoloso 
(the year of living dangerously) in his Independence Day speech, a group of 
forty well-armed guerrillas landed on the Malaysian coast just north of Sin- 
gapore, where they were quickly captured after singularly unsuccessful efforts 
to stir up local Indonesian migrants. It was the first substantial Indonesian at- 
tempt at extending Konfrontasi to the Malaysian mainland. U.S. officials con- 
tinued to suggest that negotiations were a live option, although “neither 


[Malaysia nor Indonesia] appears interested.”!"! 


The Tower Amendment and ‘Vivere Pericoloso’ 


‘Throughout the spring and summer of 1964 the Johnson administration dog- 
gedly hung on to its limited program of aid to Indonesia in the face of harsh 
criticism from both allies and Congress, insisting that the United States had 
to “keep our foot in the door for the long-term stakes.”!!” But in the space of 
a few weeks Indonesia’s diplomatic shift to the left, its dramatic escalation of 
Konfrontasi, and a withering congressional attack on the remainder of the 
U.S. aid program gutted the political rationale behind this policy. On August 
10, Indonesia established formal diplomatic relations with North Vietnam, 
prompting the South Vietnamese government to suspend relations with 
Jakarta. Sukarno made no secret of his bitter opposition to the U.S. war 
against Vietnam. “I think your Asian policy is wrong,” Sukarno told Howard 
Jones as he left for consultations in Washington. “It is not popular with 
Asian people generally. It looks to them as though you are interfering with 
the internal affairs of Asian Nations. . . . Why should you become in- 
volved?”!!3 The Indonesian president probably spoke for most Indonesians, 
who viewed the Vietnamese as first and foremost fighting for national liber- 
ation. Indonesia’s defiant recognition of Ho Chi Minh came just three days 
after Congress passed the Gulf of Tonkin resolution, which authorized “re- 
taliatory” strikes against North Vietnam after alleged attacks against two 
U.S. warships engaged in covert operations off the Vietnamese coast.'!* 
Sukarno’s actions sparked the usual outrage on Capitol Hill. First Repre- 
sentative Birch Bayh and then Senator John Tower introduced amendments 
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barring further aid to Indonesia and immediately halting U.S. military train- 
ing.!4 U.S. assistance to Indonesia, Tower argued, highlighted the problems 
with a foreign aid program that specialized in building “roads that go no- 
where” and providing “TV sets for bush country natives.” Tower’s amend- 
ment passed in the Senate by a nearly two to one margin, despite intense 
lobbying by administration officials. The next day hundreds of youth from 
the Sukarnoist National Front entered and occupied the USIS library in 
Yogyakarta, forcing it to close.!!° This poke in the eye doubtless intensified 
President Johnson’s already intense dislike of Sukarno, but U.S. options 
were limited. “With Vietnam and Laos already on our Southeast Asian 
plate,” McGeorge Bundy wrote the president, “we can ill afford a major cri- 
sis with Indonesia right now.”!!” Although fed up with Sukarno, White 
House advisers were just as angry at the Senate’s interference with the pres- 
ident’s foreign policy prerogatives. The Tower amendment “not only puts 
you on [the] spot,” Robert Komer wrote the president, “but moves us dan- 
gerously close to a final break with Indonesia.” Johnson agreed. “Give us 
some discretionary power,” he barked at George Ball. Ball went to Senators 
Everett Dirkson and William Fulbright, who told him they could “bury the 
amendment” in committee—at the price of deep cuts in remaining aid.'!® 

If the administration was looking for wiggle room, it was not going to 
find it in Jakarta. Sukarno’s fiery August 17 Independence Day speech re- 
peatedly condemned the United States for supporting Malaysia and attack- 
ing Vietnam, suggested that the days of foreign capital in Indonesia were 
numbered, and called for a “retooling” of reactionaries in the military and 
bureaucracy. Sukarno proclaimed that 1965 would be Indonesia’s “year of 
living dangerously,” a time for broadening the struggle against Malaysia to 
include confrontation with imperialism on all fronts. The speech “cannot be 
shrugged off as more of the same,” Francis Galbraith cabled the State De- 
partment that day. Sukarno was charting a course “fundamentally opposed 
to our thought, our influence and our leadership,” he argued, “for Marxism, 
against liberal democracy, for Asia and Africa, i.e. the colored races, against 
Europe and the U.S., for struggle against rather than cooperation with 


.”119 Passage of the Tower amendment and the continued erosion of U.S.- 


us 
Indonesian relations decisively undermined advocates of accommodation 
and strengthened the hand of administration hard-liners. The State Depart- 


ment, supported by AID officials and the Bundy brothers, argued that the 
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time had come to “terminate aid to [the] Indonesian military and paramili- 
tary org[anizations].”!?° 

Although resigned to a drawing down of the aid program, officials from 
the Joint Chiefs of Staff, the Department of Defense, and the CIA argued 
strongly against an end to military assistance. Having spent years cultivating 
close training, personal, and intelligence ties with the Indonesian army, these 
advocates of military modernization, led by Robert Komer and James Thom- 
son, were reluctant to sever relations that could be “meaningful in terms of 
continuing contact and future influence.” They drew unexpected support 
from Francis Galbraith, Howard Jones’s in-house critic in Jakarta. Galbraith 
argued not only for the maintenance of military ties but also for the initia- 
tion of new covert operations and contingency planning to stem the tide, 
calling on the White House to “be alert to development potential for mean- 
ingful dissidence, especially in outer islands and West Java, and be prepared 
to move rapidly in support [of] Army should Sukarno-PKI pressures on Army 
leaders or other occurrences precipitate army revolt against Sukarno.”!! 

Advocates of maintaining ties to the Indonesian armed forces blunted but 
did not deflect the attack on remaining assistance. William Fulbright helped 
to beat back the Tower amendment, but the joint Department of State/AID/ 
Department of Defense policy approved by President Johnson at the end of 
August 1964 would halt completion of a proposed archipelago-wide military 
communications system and suspend delivery of remaining military equip- 
ment for the police and the Mobile Police Brigade. “Nonmilitary” training 
and equipment deliveries for police and Mobile Police Brigade units would 
continue, as would a stripped-down civic action program. Meanwhile mili- 
tary attaché George Benson was instructed to seek out Generals Yani and 
Nasution for a “where the hell do we go from here” discussion on the reduc- 
tion or elimination of military training for the army. The key was to make the 
aid cuts with minimal fanfare. “The very fact that we’re on a slippery down- 
ward slope makes it all the more important not to burn our bridges to Indo- 
nesia,” McGeorge Bundy wrote Johnson. “We do not want to be the ones 
who trigger a major attack on U.S. investments there.”!” 

The slope got a lot more slippery when at the beginning of September 
more than 100 Indonesian paratroopers landed in the town of Labis on the 
Malaysian mainland and at five other points along the Malaysian coast. The 
attacks marked a significant escalation of Konfrontasi, prompting the Tunku 
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to declare a state of emergency and the British to urge Malaysia to take its 
case to the U.N. Security Council. In Washington Dean Rusk quickly as- 
sured British officials of U.S. backing at the U.N.—but then warned them 
not to overreact in the expectation that U.S. forces were standing by to 
help.!3 “We cannot give them a blank check and pick up the tab for escala- 
tion by the use of U.S. forces,” Rusk cabled the U.S. ambassador in Lon- 
don.’* The British embassy in Washington was unimpressed with the White 
House’s tepid support, complaining with racist disdain that there were “in 
the State Department, and elsewhere ‘nigger lovers’ who believe you can 
make a silk purse out of Sukarno’s ear.” 

Johnson administration officials watched the British response to the at- 
tacks with great apprehension. The United Kingdom’s Far East Command 
diverted a full aircraft carrier battle group toward Singapore, and the Chiefs 
of Staff in London prepared a list of targets for retaliatory air strikes and se- 
cretly authorized British troops to begin striking Indonesian forces up to 
10,000 yards on the Indonesian side of the Kalimantan border. The British 
“sound just as hysterical as Sukarno,” Robert Komer told McGeorge Bundy. 
Australian and New Zealand defense officials pledged their support to 
Malaysia and quickly offered troops, but they worried that Washington was 
being kept in the dark about British military plans, which included counter- 
guerrilla operations in North Sumatra aimed at disrupting Indonesian infil- 
tration efforts.!?° On September 17 William Bundy flew to London and met 
with Permanent Under-Secretary at the Foreign Office Sir Harold Caccia, 
Deputy Under-Secretary of State Sir Edward Peck, and other Common- 
wealth officials. He demanded that the White House be kept informed of 
London’s plans, because military action might invoke Washington’s obliga- 
tions under the ANZUS Treaty or provoke attacks against U.S. interests in 
Indonesia.'”’ But the Johnson administration had turned a corner in endorsing 
Britain’s right to take retaliatory action. As William Bundy cabled Howard 
Jones, “If you think Sukarno believes we can or will restrain British, he 
should be disabused of any such idea.”!”8 

Given the uncertainty over British intentions, U.S. officials welcomed the 
U.N. Security Council debate over the Indonesian attacks, hoping it would 
restrain Sukarno’s defense officials in London and Capitol Hill all at once. 
After a week of debate the United States voted for a moderate resolution de- 
ploring Indonesia’s actions, but it fell to a Soviet veto.”° The Security Council 
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vote pleased no one, and it deepened Sukarno’s alienation from the U.N., 
which he now viewed as a tool of the “old established forces,” his designation 
for the former colonial powers. But it was Britain’s military mobilization more 
than the debate in New York that deflected a further escalation of the conflict. 
‘The Indonesian army was anxious to avoid a clash with Britain’s vastly supe- 
rior forces and embarrassed at the failure of raids carried out by Vice Air Mar- 
shal Omar Dhani’s troops. ‘To regain control over military operations from in- 
competent air force and navy units, armed forces chief General Yani appointed 
General Suharto as deputy commander of the renamed Kolaga (Komando 
Mandala Siaga), centralizing decision making and undermining those who fa- 
vored aggressive operations against mainland Malaysia. Meanwhile, both the 
army and Sukarno separately opened backdoor channels with Malaysian offi- 
cers and civilian leaders to discuss ways of reducing hostilities.'*° 

Although Indonesia had pulled its chestnuts out of the fire, intelligence 
reports predicted that attacks would continue for the foreseeable future and 
that Sukarno’s objectives would remain unchanged. Indonesia seemed to be 
shifting, a National Intelligence Estimate concluded, “from narrow con- 
frontation of Malaysia to more diffuse confrontation with the entire West.”!?! 
Johnson administration officials concluded grimly that Konfrontasi “is essen- 
tially without solution” and that “for the present, we see no useful role the 
United States Government might play.” In lieu of renewed diplomatic ini- 
tiatives, the British military deterrent in the area would have to suffice.!*” 
The prognosis for Indonesia’s internal political situation was much the same. 
Sukarno had identified himself with the PKI’s demands for a retooling of “re- 
actionary” elements in the bureaucracy and “bureaucratic capitalists,” short- 
hand for the army heads of state-owned enterprises. He had also endorsed the 
party’s campaign for forceful implementation of a long-stalled land reform bill 
bitterly opposed by the military, landlords, and Muslim organizations and had 
taken small but significant steps to increase PKI representation in the cabinet. 
Although not a Communist himself, the CIA argued, Sukarno’s “emotional 
bias toward Marxism” and the need to build mass support for his policies had 
led to a marriage of “mutual exploitation” that showed no signs of weakening. 
So long as Sukarno remained in power and the army remained on the defen- 
sive, the PKI would continue to grow in strength, until Indonesia eventually 
became a “modified Communist regime.”!?? 
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Rollback Resplendent 


The steady deterioration in U.S.-Indonesian relations and widespread frus- 
tration at Washington’s inability to restrain Sukarno emboldened supporters 
of direct military rule. The push for such a hard-line approach, involving 
an intensification of covert operations aimed at provoking a coup against 
Sukarno or a clash between the army and the PKI leading to the PKI’s de- 
struction, came primarily from the Far Eastern Bureau of the State Depart- 
ment, the CIA’s Directorate of Operations, and from opponents of Ambas- 
sador Jones at the embassy in Jakarta. Local events provided the impetus, 
but the CIA had spelled out its rationale several months earlier, in an analy- 
sis that deserves to be quoted at length: 


The major change of the past few years has been the growing inability of 
the great powers to control the situation in [Southeast Asia]. Local leaders 
and local political movements have become increasingly powerful and less 
disposed to follow the advice or dictates of others. 

The Viet Cong of the south, dependent largely upon their own resources 
but under the direction and control of the North, are pressing their offen- 
sive more vigorously than ever. 

Larger stakes are involved in the contest between Indonesia and Malaysia. 
Sukarno and his supporters fear Malaysia and particularly the greater energy 
and efficiency of the Chinese in Singapore and North Borneo. Above all, 
they hope to make Indonesia a world power able to negotiate in equality 
with China, the USSR and the U.S., having brought the Philippines and the 
mainland states under Indonesian hegemony. 

One consequence of this disorder and of the inhibitions upon open in- 
volvement is likely to be an increase in clandestine activities designed to 
influence the course of events in a desired direction or to block similar ac- 
tivities by other powers. In many places the situation may be so soft, the 
issues so undefined, and the parties so difficult to identify that outside 
powers will be unable to develop an acceptable rationale for intervention. 

‘Thus many situations will be resolved by local leaders or groups spon- 
sored and supported covertly from the outside. This will be an attractive 
course of action, not only because of the inhibitions upon open interven- 
tion, but because it will often cost so little in money and effort if an invest- 
ment is made early enough to be effective.!3* 


140 FROM HIGH HOPES TO LOW PROFILE 


Parts of the CIA’ analysis were certainly overblown. For example, there 
was scant evidence of Indonesia’s capability or desire to dominate the Philip- 
pines, much less mainland Southeast Asia. But the implications were clear: 
Independent nationalism, not Communism, posed the greatest threat to 
both Soviet and U.S. interests in the region, necessitating greater covert ef- 
forts to bring it under control. And much of the logic fit Indonesia like a 
glove. 

Within days of the Indonesian paratrooper landing at Labis, the CIA sent 
the State Department a proposal for “a program of covert action aimed at af- 
fecting the current trend of events.” Reciting the familiar litany of ominous 
trends, the CIA noted that the United States still had allies in Indonesia 
“who are willing to work for the things they believe in.” They had shown “a 
capacity for limited but effective clandestine political action” and had ap- 
proached the U.S. embassy seeking assistance—almost certainly a veiled ref- 
erence to former supporters of the PRRI rebellion.!*° Until this point U.S. 
policy “had been essentially constructive and forward looking, predicated on 
the concept of contributing to Indonesia’s economic development”—that is, 
the internationalist vision of Indonesian modernization. Likewise, the CIA’s 
covert activities had been limited to contacting and grooming “potential 
leader types” and engaging in “limited harassment” of the PKI. Now the 
CIA proposed stronger stuff—intensified covert operations aimed at “build- 
ing up strength among non-communist and anti-communist groups and or- 
ganizations” and “encouraging direct action against the PKI as a party.” 
“The purpose of this entire exercise,” the memo offered, “is agitation and 
the instigation of internal strife between communist and non-communist el- 
ements.”3¢ The CIA’s proposal—at least those parts that have been declassi- 
fied—scrupulously avoided using the word coup, but there is no doubt, as 
Frederick Bunnell has observed, that army moves against the PKI “neces- 
sarily involv[ed] some form of coup d’état whether with or without Sukarno’s 
acquiescence.” Later stages of the action program, the CIA noted, went be- 
yond “the framework of the existing policy”—that is, seeking Sukarno’s 
overthrow rather than maintaining links with the military in the hopes of 
outlasting him. The risks were substantial, the CIA acknowledged, but “this 
risk must be taken.”!3” Although the CIA has yet to declassify the barest frac- 
tion of its operational files for this period, its intent to provoke a bloody 
clash in Indonesia is now beyond doubt. 
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‘The CIA’ turn toward rollback in Indonesia was hardly new, coming just 
five years after the Eisenhower administration’s disastrous and massive inter- 
vention in Indonesia’s civil war. NSC 5901, drafted two years before Kennedy 
entered office, had prioritized military aid “programs and projects which of- 
fer opportunities to isolate the PKI, drive it into positions of open opposition 
to the Indonesian government, thereby creating grounds for repressive mea- 
sures politically justifiable in terms of Indonesian national self-interest.”!* 
Both Indonesian observers and American policymakers agreed, however, that 
the Indonesian army was unwilling to challenge Sukarno and risk its fragile 
unity by striking first to crush the PKI, and before the fall of 1964 the risks of 
moving against them outweighed the likely benefits. Given the size of the 
PKI and its affiliated organizations, any decisive move against the party 
would almost certainly involve extraordinary violence. A group of pro-West- 
ern Indonesian economists lamented to Howard Jones that the army “would 
always react, not act” against the PKI and would do so only when “its inter- 
ests were acutely and obviously threatened.” This statement prompted 
‘Thomas Hughes of the State Department’s Bureau of Intelligence and Re- 
search to ask, “Is there anything that would make [such a] clash inevitable?”!’” 

USS. officials had already repeatedly indicated to Indonesian army leaders 
that a coup against Sukarno, an attack on the PKI, or both would enjoy 
American support.'* The differences between Ambassador Jones and Robert 
Komer and their opponents in the CIA and the State Department’s Far East 
Bureau regarding a coup were tactical, not principled, questions of timing, 
not propriety. Jones and his supporters believed that active U.S. support for 
mediation of Konfrontasi and engagement with Sukarno would be more effec- 
tive in the long run than highly risky covert operations that, if disclosed, 
might lead to the defeat of the army and the PKI’s rise to power. As Robert 
Komer put it to his boss, “We would not take the steps necessary to unseat 
Sukarno. . . . This is why I have been so strong on preventative diplomacy.”!#! 

Over the next two months CIA and State Department officials met regu- 
larly to discuss the emerging covert action proposal.!* The program that 
emerged identified two broad objectives. The first involved using covert 
propaganda to “create an image of the PKI as an increasingly ambitious, 
dangerous opponent of Sukarno and legitimate nationalism.” In pursuit of 
this objective the United States would help anti-PKI forces develop “a broad- 
gauge ideological common denominator, preferably within the framework of 
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Sukarno’s enunciated concepts, to which practically all political groups ex- 
cept the PKI can adhere,” accentuating the cleavage between Communists 
and “legitimate” nationalist forces. Second, the CIA would encourage, coor- 
dinate, and, where possible, covertly assist “individuals and organizations 
prepared to take obstructive action against the PKI.” Over the longer term 
this meant identifying and keeping tabs on “anti-regime elements” and other 
potential leaders of a post-Sukarno regime. William Bundy approved the 
proposal at an interagency meeting on November 19, 1964, two weeks after 
President Johnson’s landslide victory over Barry Goldwater.!*? 

Bundy’s approval of the covert operations proposal inaugurated a shift to- 
ward what might be described as a “low-posture” rollback strategy. Johnson 
administration officials were aware of the limits of U.S. power and conscious 
of the risks a covert action strategy entailed, but they were also anxious to take 
some initiative in resisting what they perceived as the PKI’s steady progress. 
The policy shift did not end efforts by Ambassador Jones, Robert Komer, and 
others to jump-start negotiations between Indonesia and Malaysia or to in- 
duce Sukarno into easing Konfrontasi. But low-posture advocates now viewed 
such efforts in light of their possible impact on the covert action policy track. 
After Jones proposed backdoor talks between Indonesia and Britain in late 
November, for example, the State Department cabled back that a “major con- 
sideration is whether U.S. initiatives to re-open talks would help or harm anti- 
com[munist] forces.”!* As in Vietnam, the Johnson administration began ac- 
tively opposing efforts at negotiations that conflicted with its broader foreign 
policy goals. 

‘The expansion of covert operations in Indonesia came on the heels of a 
similar CIA operation in Brazil, where on March 31 right-wing military of- 
ficers launched a coup, with Washington’s support, against the progressive, 
nationalist regime of Jodo Goulart. U.S. officials accused Goulart of collab- 
orating with the local Communist party and other radical forces in an effort 
to “seize dictatorial power.”'* Like Sukarno, Goulart was an economic na- 
tionalist committed to nonalignment, an economic program of state-led de- 
velopment, and the political mobilization of the overwhelmingly poor rural 
majority.'* As in Indonesia, the Goulart regime was challenging the prerog- 
atives of foreign investors, especially in the oil sector, where in the spring of 
1964 the Brazilian state oil firm Petrobas completed the nationalization of 
refining capacity. Like Indonesia, Brazil suffered from runaway inflation and 
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increasing economic and social turmoil that fed its political crisis. And as 
they would in Indonesia, CIA covert operations in Brazil aimed to destabi- 
lize the economy, sow confusion, and offer support to a wide range of forces 
that opposed Goulart while the U.S. embassy maintained close contact with 
coup plotters in the Brazilian army.!*” The embarrassing speed with which 
the Johnson administration recognized the military regime in early April 
spoke volumes about the White House’s likely response to similar events in 
Indonesia.!*8 

Washington’s acceleration of covert operations was also predicated on 
similar British efforts. Beginning in 1963 the Foreign Office, Ministry of 
Defense, and the Cabinet Defense and Overseas Policy Committee (DOPC) 
began discussing the possibility of offensive covert actions “with the short 
term objective of dissipating Indonesia’s military effort against Malaysia.” At 
the end of the year the DOPC approved a covert operation program involv- 
ing aid for regional dissidents in Sulawesi, northern Sumatra, and Kaliman- 
tan, offensive military action against Indonesian forces in Borneo, and pro- 
paganda and psychological warfare activities directed from Singapore and 
Malaysia. The propaganda campaign of the Foreign Office’s Information 
Research Department aimed, as did the CIA campaign inaugurated several 
months later, at “stirring up dissension between different factions inside In- 
donesia” and portraying the PKI and China as grave threats to the country’s 
future.!*? 

Foreign Office officials in London continued to chafe at U.S. efforts to 
prop up anti-Communists in the Indonesian armed forces (and therefore 
their ability to wage Konfrontasi) even as they welcomed signs of a tougher 
line in Washington. Sukarno’s escalation of Konfrontasi in September appre- 
ciably hardened official attitudes and solidified British determination to de- 
fend Malaysia with force, ruling out of public consideration “any conces- 
sions that might strengthen moderates . . . such as Adam Malik who were 
seeking to moderate Confrontation.” The election of Harold Wilson as 
prime minister the next month and the Labor Party’s return to power did lit- 
tle to change these attitudes. More worrisome for British policy than a La- 
bor victory was a fall Cabinet review of overseas military commitments and 
their deleterious impact on the British economy. The Cabinet concluded 
that the United Kingdom simply could not afford to maintain a sizable long- 
term military presence in the Far East while waiting for Konfrontasi to end; 
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their commitment was hemorrhaging the budget and contributing heavily to an 
£800 million balance of payments deficit. The review reinforced the Foreign 
Office’s preference for a more aggressive policy aimed at provoking “a pro- 
longed struggle for power leading to civil war or anarchy” in Indonesia, which 
it hoped would make it impossible to wage Konfrontasi and divert the army’s at- 
tention from Malaysia. British and U.S. intelligence agreed that the PKI was 
unlikely to come to power in the immediate future and that the army was re- 
luctant to crush the PKI unless first provoked. For officials in both countries 
the crucial question was, How do we make such a clash inevitable? Edward 
Peck, assistant secretary of state in the Foreign Office, suggested that “there 
might be much to be said for encouraging a premature PKI coup during 
Sukarno’s lifetime.”'*° The New Zealand high commissioner in London 
agreed, arguing that a premature PKI coup “might be the most helpful solu- 
tion for the West—provided the coup failed.”!*! 


CHAPTER 6 


Indonesia’s Year of Living Dangerously 


Looking back over the sorry state of his domain in early 1965, Ambassador 
Howard Jones sketched an “almost unrelieved picture of adverse trends in 
Indonesia, both domestically and in regards to U.S.-Indonesian relations.”! 
On the eve of Kennedy’s death fifteen months earlier, Jones and other offi- 
cials had expressed cautious optimism that they could rein in Sukarno, defuse 
the conflict with Malaysia, and coax Jakarta back on the road to Western- 
oriented economic reform and eventually modernization.” Just a month ear- 
lier, however, Sukarno had announced that Indonesia was quitting the United 
Nations over the world body’s stance on Malaysia, Konfrontasi showed no 
signs of resolution, and Indonesia’s economy continued to deteriorate as in- 
flation soared, production plummeted, and foreign investors came under 
steady harassment—trends that all redounded to the benefit of the PKI. To 
make matters worse, Indonesian radicals now identified the United States as 
the chief threat to their interests, targeting the U.S. war in Vietnam and 
American corporations and cultural and social installations. “The interests of 
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the U.S. and Sukarno now conflict in nearly every quarter,” the CIA ob- 
served pessimistically. Dean Rusk warned that “before long Indonesia may 
be for all practical purposes a Communist dictatorship.” 

‘The question dogging policymakers in 1965 was, What, if anything, could 
the United States do to halt or reverse these trends? The massive U.S. esca- 
lation of its war against Vietnam in the spring of 1965 to include air strikes 
against the north and the introduction of tens of thousands of combat troops 
significantly raised Washington’s stakes in Indonesia. Ambassador Jones ar- 
gued that “for [the] U.S. to watch [Indonesia] fall to early communist dom- 
ination without making an effort to stop it seems unthinkable.”* But Indo- 
nesia suffered from what Chester Cooper called benign neglect as Vietnam 
consumed the energies of top administration officials.” The Johnson admin- 
istration recognized its limited leverage in Jakarta—much less in rural Java 
or Sumatra where the PKI was engaged in determined organizing through 
affiliated peasant organizations—and often despaired of the army’s unwill- 
ingness to unseat Sukarno or crush the PKI, despite persistent encourage- 
ment. Moreover, army leaders fretted that U.S. support tarnished their na- 
tionalist credentials and hampered their political battle against their domestic 
opponents. 

Rightfully noting the Johnson administration’s limited ability to control 
events in Indonesia, scholars have wrongly concluded that the United States 
was a passive bystander in 1965, battening down the hatches to weather the 
storm while “waiting for the eventual dawning of a post-Sukarno era.” But 
for Washington to stand by helplessly while the world’s fifth largest country 
“went Communist” would present one of the great anomalies of the Cold 
War.® U.S. policy toward Indonesia, however, was no anomaly, even if it was 
constrained by American commitments elsewhere in Asia and by political 
dynamics in Jakarta. Even as officials in Washington and Jakarta reduced the 
overt U.S. presence, they sought through an expanded program of covert ac- 
tion to exploit the increasing social and political polarization in Indonesia 
and to provoke a violent clash between the army and the PKI or a military 
coup against Sukarno. The resulting low-posture policy recognized that open 
military intervention in Indonesia to forestall a PKI victory could not be se- 
riously considered, especially given the rapidly expanding military commit- 
ment to Vietnam. Instead, Johnson administration officials made a prudent, 
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if risky wager: that by minimizing the open U.S. presence in Indonesia while 
ramping up covert operations, they could still achieve their short-term goal 
of preventing the country’s slide to the left. 


The Polarization of Indonesian Politics 


Indonesian politics in late 1964 and early 1965 became “more polarized than 
ever before as President Sukarno aligned himself more openly with the PKI 
against the army leadership” and continued to sever Jakarta’s ties to the 
West, all while accelerating economic decline exacerbated by the bitter in- 
ternal struggle at home.’ The collapse of promising anti-Communist orga- 
nizing efforts, a renewed PKI political offensive, Indonesia’s abrupt with- 
drawal from the United Nations, a tacit alliance with China, and Sukarno’s 
broadened confrontation with the West posed decisive challenges to U.S. 
policymakers, who sought to reconcile the limited means at their disposal 
with the gravity of Indonesia’s political and economic crisis. 

For anti-Communist forces the crucial question at the end of 1964 was 
How to blunt the PKI’s political offensive? A year earlier the PKI, in a ma- 
jor strategic shift, launched the Unilateral Action ksi Sepibak) campaign, 
which involved the mass mobilization of peasants to implement Indonesia’s 
stalled 1960 land reform legislation. PKI chairman Aidit recognized that the 
campaign would arouse intense opposition from both the armed forces and 
Muslim organizations, both of whom stood to lose land and rural power if 
the law was fully implemented. The party’s decision nevertheless to move 
forward with the campaign suggested for many observers that the PKI was 
“bidding in their own name for the villages.”* Over the course of 1964 the 
PKI also urged an intensification of Konfrontasi, demanded greater political 
representation, and began calling for the suppression or “retooling” of the 
party’s adversaries. In late August PKI chairman Aidit suggested in a speech 
that the ideology of Pancasila might no longer be needed once Indonesia had 
achieved its unity, prompting the party’s opponents to charge that the PKI was 
anti-Pancasila. As Sukarno left for a two-month world tour, a coalition of forces 
led by elements of the Indonesian National Party, the Murba Party, various 
Muslim groups, and anti-Communist newspapers in Jakarta announced the 
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formation of the Body to Protect Sukarnoism (BPS).’ Trade minister Adam 
Malik, a leading spokesman, insisted that the purpose of the BPS was simply 
to spread Sukarno’s teachings. However, the movement “quickly became a 
rallying point for anti-communist sentiment,” and by early October it had 
enlisted army leaders, members of the army-affiliated SOKSI union, and 
scores of politicians, including Foreign Minister Subandrio.'? The PKI 
rightly considered the BPS a mortal threat and bitterly denounced it as an 
attempt to “confuse and divide” the Indonesian people; Sukarno remained 
characteristically aloof as he assessed the balance of forces.'! 

USS. officials watched hopefully, but the CIA noted presciently that the 
BPS “could well collapse overnight if its strategy of winning the President’s 
support should fail and Sukarno should move to suppress its growth.”!” And 
collapse it did. Subandrio, reading Sukarno’s continued silence as opposi- 
tion, withdrew his support from the BPS in early December and accused it 
of fomenting internal conflict. The Indonesian National Party (PNI) quickly 
followed suit and called for Sukarno to disband the BPS, which he did on 
December 17. A few days later the KOTI (Supreme Operational Command) 
met and warned Indonesia’s political parties against mounting similar efforts 
in the future. For good measure Sukarno banned the Murba Party, rounded 
up two dozen of its members on trumped-up charges, and closed several 
anti-PKI newspapers in Jakarta, branding them “henchmen of the BPS.” 
The CIA reported that the banning of the Murba Party nearly sparked a 
coup attempt against Sukarno. Howard Jones offered a gloomy postmortem: 
The BPS was “likely [the] last organized attempt by civilian moderates to 
stem [the] PKI advance,” he wrote. “We now believe [the] evidence [is] fairly 
persuasive that effective internal anti-communist resistance will not develop 
during Sukarno’s lifetime.” 

Indonesia’s sudden withdrawal from the United Nations at the end of De- 
cember deepened the pessimism of U.S. officials. The proximate cause for 
Sukarno’s decision was Malaysia’s long-awaited ascension to a seat on the U.N. 
Security Council. However, the Security Council vote against Indonesia in 
September (Soviet veto or not) had already convinced Sukarno that the U.N. 
could not represent the interests of anticolonial nations and strengthened his 
desire to create an alternative Conference of the New Emerging Forces 
(CONEFO). Although few Western officials thought Indonesia had either the 
political clout or the resources to peel nonaligned nations away from the U.N., 
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Sukarno’s commitment to the idea of CONEFO suggested an increasing will- 
ingness to abandon traditional Western principles of diplomacy. 

Jakarta’s close ties to Beijing bolstered this perception. The Indonesian 
tilt away from the Soviet Union and toward China marked a turning point 
in Indonesia’s growing confrontation with the West and in the Sino-Soviet 
split. When Sukarno visited Beijing in early November—three weeks after 
China exploded its first nuclear weapon—Mao Tse-tung and Zhou Enlai 
urged him to intensify Indonesia’s Konfrontasi with Malaysia, endorsed his 
plans for CONEFO, and apparently offered to provide limited military as- 
sistance.'* An exchange of visits by Chinese foreign minister Chen Yi in No- 
vember and Subandrio in January confirmed the rapidly improving relation- 
ship. The British embassy in Jakarta noted that more than twenty economic 
experts and a dozen military advisers accompanied Subandrio to Beijing and 
that sixty Chinese economic advisers made the reverse trip to Jakarta, an ex- 
change the semi-official Indonesian Herald argued was of “special importance 
in view of the unique experience of people’s China in establishing a policy of 
self-reliance in the field of economic rehabilitation.”!° Chinese leaders also 
expressed their support for PKI militants, who continued to distance them- 
selves from Moscow despite continued (and far greater) Soviet economic 
and military aid and began calling for the formation of an armed “fifth force” 
of workers and peasants and “Nasakomization” at all levels of government. 
Nasakomization referred to Sukarno’s long-standing but unrealized call for a 
NASAKOM cabinet representing the nationalist, religious, and Communist 
streams. Hoping to assuage opponents of his tilt toward Beijing, Sukarno 
told a gathering of right-wing political leaders that Indonesia’s “current affin- 
ity with Communist China strategy [is] aimed at buying support from U.S. 
on Malaysia,” explaining that he expected the United States and China to be 
at war within the next five years, at which point Washington would have to 
petition for Jakarta’s support on its own terms.'¢ 

Chinese policy was driven only in part by a confluence of interests with 
Sukarno and the PKI, which practiced a brand of “Marxist revisionism” that 
it condemned elsewhere. (Mao in May 1965 sent a personal message to the 
PKI Central Committee praising the party for developing an “Indonesian- 
ized Marxism-Leninism” that “conform[ed] to the basic interest of the In- 
donesian people.”)!”? More important were the geopolitical imperatives of 
the Sino-Soviet split and the U.S. war in Vietnam, which Chinese leaders 
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were convinced would extend to Beijing as it increased support for North 
Vietnam. When Subandrio traveled in May to Guangzhou for talks, Zhou 
Enlai told him that Beijing was preparing for an invasion of Vietnam in the 
event of a U.S. attack on China.'* Indonesian army leaders as well as U.S. 
and Soviet officials watched the signs of a tacit Sino-Indonesian alliance with 
acute anxiety. Soviet officials responded to the tilt toward Beijing by at- 
tempting to patch up relations with the Indonesian army, viewing it as a 
counterweight to the increasingly pro-China PKI and—reflecting Soviet 
theorists’ embrace of military modernization theory—as a vanguard of de- 
velopment. Accordingly, the Soviet embassy in Jakarta began turning away 
from the PKI and toward the armed forces, the PNI, and even the Nahdlatul 
Ulama (NU), approvingly quoting NU officials who argued that the “PKI is 
working against the Soviet Union and the Soviet Union is a friend of Indo- 
nesia. Therefore PKI should be taken care of.”!” 

Many U.S. policymakers were by now convinced that China, not the 
USSR, constituted the greatest threat to American interests in Asia, a per- 
ception magnified by Beijing’s explosion of a nuclear device in September 
1964. Sukarno compounded Washington’s worries by making the utterly fan- 
tastic suggestion over the summer that Indonesia might explode an atomic 
device itself in the next year, presumably with the assistance of Beijing.”° The 
USS. press played its role, spilling rivers of ink on Jakarta’s “nightmare al- 
liance” with Beijing and declaring that “Indonesia has become the most dan- 
gerous threat to the peace and stability of Southeast Asia outside of China it- 
self.”?! But not everyone was so alarmed. ‘To the anger of administration 
officials, Japan continued to trade, offer aid, and explore investment oppor- 
tunities in Jakarta, just as it did in China and Vietnam, becoming Indonesia’s 
largest trading partner and aid donor by the end of 1965.” 

‘To complicate matters, Sukarno’s declining health raised the explosive 
question of presidential succession, sparking an intense behind-the-scenes 
struggle among possible contenders. Both Western and Indonesian observers 
believed that Sukarno was more likely to be felled by illness than by a putsch. 
“The fate of 100,000,000 people appears to hang on one non-functioning 
kidney and one endangered kidney,” James Thomson only half-joked to Mc- 
George Bundy.” Neither armed forces chief of staff Yani nor Defense Min- 
ister Nasution appeared capable of uniting the fractured army, and all the 
civilian front runners (Chaerul Saleh, Adam Malik, and Subandrio) relied on 
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either the army (in Malik’s and Saleh’s case) or the PKI (in Subandrio’s case) 
for support. British officials were equally sanguine, concluding that Sukarno’s 
likely successor would “postpone rather than avert the ultimate struggle for 
power between the Army and the PKI.” The CIA observed that “to many 
politically aware Indonesians, this is now a major and perhaps the primary 
national political problem.””* 

‘The Johnson administration struggled vainly to formulate a response that 
offered some hope of stemming the tide. The steady cutoff of U.S. aid and 
targeting of U.S. interests by Indonesian radicals drastically narrowed the 
range of available options, increasing the appeal of covert action, despite its 
obvious risks. From his new post as ambassador to Malaysia, former director 
of the Office of Southwest Pacific Affairs James Bell began pushing the coup 
option more forcefully, suggesting that fear of a British attack might be re- 
straining the army from moving against Sukarno. If this was the case, he 
asked, why not “reach completely reliable Indo military with assurances that 
GOM [Government of Malaysia] and commonwealth would refrain from 
interference” in an army move “unless it becomes apparent PKI [is] going to 
come out on top?” 

Jones disagreed, arguing that army reluctance to act stemmed from a lack 
of internal unity. The United States should refrain from such moves “unless 
certain [the] Army would be receptive to our initiative,” he concluded. Jones 
insisted that “there are other things we can and should try first.” Writing to 
McGeorge Bundy (who sided with Bell), NSC staffer Chester Cooper said, 
“T have brooded and checked around and agree with Jones.””° Jones reported 
a few days later that high-ranking military sources had offered assurances 
not only that the army was “developing specific plans for takeover of gov- 
ernment moment Sukarno steps off stage,” but also that an “important seg- 
ment” of the military leadership favored moving sooner, perhaps in one or 
two months if the PKT’s political offensive continued.”’ 

Despite mounting pressure in Washington and a behind-the-scenes cam- 
paign mounted by embassy staff and CIA employees in Jakarta to write off 
Sukarno entirely, Howard Jones continued to push for a last-ditch meeting 
between Lyndon Johnson and the Indonesian president. Jones’s persistence 
reflected his belief that personal diplomacy was “perhaps [the] only hope” of 
reversing the tide in Jakarta, as well as his recognition that Sukarno retained 
significant mass support and was unlikely to be dislodged.’* Surprisingly, 
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Dean Rusk drafted a letter from President Johnson to British prime minis- 
ter Wilson suggesting a visit from the Indonesian president and Japanese 
mediation of an Afro-Asian conference concerning Malaysia; this marked a 
curious about-face for a president who generally disdained meeting with for- 
eign leaders and reviled Sukarno. What Johnson might have expected from 
such an encounter is unclear, as is why Rusk—increasingly critical of contin- 
ued aid to Jakarta—signed off on the request in the first place. It is possible 
that the overture reflected the White House’s sensitivity to its increasing in- 
ternational isolation on Vietnam in January 1965 and a desire to suggest to 
allies that it was not opposed in principle to talks with adversaries. In any 
case Prime Minister Wilson reacted with predictable disdain, as did hard- 
liners in the administration. A presidential meeting “would be sheer folly” 
and “an invitation for others to act the same,” Marshall Green wrote William 
Bundy.” As a nod toward Jones, McGeorge Bundy had NSC staffer Michael 
Forrestal stop over in Indonesia while on a tour of Southeast Asia, but For- 
restal, one of Jones’s last defenders, departed Jakarta advocating a drawdown 
of the U.S. presence.*° 


The Anti-American Period and the Bunker Mission 


Within weeks of Forrestal’s departure, U.S. ties with Jakarta hovered on the 
brink of ruin. The PKI-led and government-tolerated offensive against Amer- 
ican installations and property continued to intensify. Simultaneously, Indo- 
nesia’s confrontation with Malaysia flared following new attacks against 
Malaysian territory. The rapidly deteriorating relations with Indonesia un- 
dercut Ambassador Jones’s credibility and strengthened the hand of those 
calling for a low-posture policy to accompany ongoing covert operations. 
On February 15 Sukarno announced the seizure of the USIA library in 
Jakarta after 17,000 demonstrators besieged the building.*' Three days later, 
protestors entered and partially ransacked the U.S. consulate in Medan. U.S. 
Information Agency (USIA) director Carl Rowan angrily called for the cut- 
off of all remaining aid and Jones’s recall.” The United States had reached a 
“critical watershed” in its relations with Indonesia, Dean Rusk warned. Jones 
resisted calls for a harsh response (even as he delivered one to Sukarno), ar- 
guing that the United States “has no real capacity for retaliation against In- 
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donesia, while they can hit us hard.”*? Shortly after meeting with Jones, 
however, Sukarno banned Time, Life, U.S. News and World Report, and News- 
week magazines from Indonesia and ordered the closure of remaining USIA 
facilities. 

‘The PKI, heady with success and emboldened by the tacit encourage- 
ment of Subandrio and Sukarno, threw down a far greater challenge when 
estate workers with the party-affiliated union Sarbupri attempted to seize 
160,000 acres of plantations in North Sumatra owned by U.S. Rubber. As 
demonstrators stormed the U.S. consulate in Medan, Estates Minister Frans 
Seda, Chaerul Saleh, and President Sukarno called in U.S. Rubber and 
Goodyear representatives to announce that the government was taking tem- 
porary “administrative control” of their estates, which would now be man- 
aged by Indonesian “supervisory teams.”3* Seda called the move a preventive 
measure designed to stave off demands for outright nationalization; he of- 
fered assurances that the government would exercise only nominal control. 
‘Two weeks later, however, Chaerul Saleh told Howard Jones and Francis 
Galbraith that events were moving so rapidly that “it would be impossible 
for Americans to be in field” and that negotiations over the future of the es- 
tates “should begin as soon as possible.”> The companies were in a weak po- 
sition—Indonesians could run the estates and market the rubber without a 
serious loss of production—leaving administration officials with few choices 
short of invoking the Hickenlooper amendment or cutting off rubber im- 
ports. Moreover, the CIA reported that Sukarno’s KOTI, with Subandrio in 
the lead, had endorsed the takeover of Western properties. “We are several 
inches further down the slippery slope,” James Thomson glumly wrote Mc- 
George Bundy, “and prospects for improvement are minimal.”*¢ 

When Caltex officials awoke March 3 to find their headquarters in Suma- 
tra covered with graffiti, they feared the slippery slope would be greased with 
oil seized from Western companies. “Its been made clear to Sukarno and key 
military commanders,” Jones tried to reassure Washington, “that the mo- 
ment anything happens indicating interference with control of Caltex... 
[the] lift of oil from Indonesia will be halted,” causing the economy to im- 
plode.*” Even the Indonesian Herald editorialized on the need to ensure the 
flow of oil, and Julius Tahija of Caltex predicted that army leaders would 
move against Subandrio and the PKI if company takeovers halted produc- 
tion, a move that would immediately cripple their forces, who were heavily 
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reliant on air and sea transport.*® On March 19 oil company representatives 
were summoned into Chaerul Saleh’s office, where Saleh’s deputy read a let- 
ter stating that the Indonesian government was placing all oil companies un- 
der “direct government control and temporary custody.”*? “In the long run,” 
Ball fretted to McGeorge Bundy, “this may be more important than South 
Vietnam”—neither the first nor the last time that U.S. officials made such 
statements regarding the position of Western capital in Indonesia.” 

‘To compound the dilemma facing policymakers in Washington, Indonesian 
forces continued to infiltrate and launch attacks inside Malaysia, albeit at a 
level seemingly designed not to provoke a major British retaliatory response. 
The Johnson administration was by now disinclined to look for shades of 
gray in Indonesia’s behavior and began to view Jakarta as a real threat to its 
regional interests. Secretary of State Rusk told former British secretary of 
state for foreign affairs Patrick Gordon Walker during talks in March that 
“President Johnson has come increasingly to the conclusion that, at the end 
of the day, should it become necessary, he would be ready for major war 
against Indonesia.” Rusk assured Walker that the United States would “back 
you to the hilt if necessary and hope for your support on Vietnam.”*! 

The continued deterioration of relations with Jakarta convinced the State 
Department that it was time to “reduce [the] American presence in Indone- 
sia.”” The embassy recognized that some reduction was inevitable and pro- 
posed phasing out AID, the Military Assistance Advisory Group (MAAG), 
and USIA programs—while maintaining a smaller defense liaison staff and a 
full complement of CIA officers—to keep the mission “more water tight and 
storm worthy.”* At the U.S. Chiefs of Mission conference in the Philippines 
in mid-March, however, Jones argued that “every inch of withdrawal hands 
that much more of a victory to the Communists”; he insisted that “we ought 
to stand fast with the maximum American presence it is possible to preserve” 
so that the United States could respond quickly to changing political cir- 
cumstances. President Johnson detested Sukarno and opposed further aid 
for Indonesia, but he was acutely sensitive to congressional criticism that he 
was not doing enough to counter Chinese power in the region. The last 
thing he needed was to get blamed for losing Indonesia to Communism. 
George Ball tried to reassure Johnson that “the reduction or even removal 
of our presence would mot mean turning the country over to the Commu- 
nists.” “On the contrary,” he argued, “it is more likely to mean a sharpened 
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confrontation between the Communist Party and anti-Communists in the 
country.” 

‘To provide the administration with political cover, Ball suggested that the 
president send an emissary to Jakarta for one last attempt at repairing relations 
with Washington.** The White House chose future ambassador to Vietnam 
Ellsworth Bunker, whose role in brokering the West Irian agreement had 
earned the respect of many Indonesians. It was expected that Bunker would 
resolve the dispute in Washington “as to Sukarno’s intentions, Indonesia’s 
power balance, and what [the] U.S. can do.”*” Bunker traveled to Jakarta at the 
end of March, accompanied by hard-liner David Cuthell of the State Depart- 
ment’s Office of Southwest Pacific Affairs. For two weeks he spoke to Indone- 
sian officials across the political spectrum and held extensive discussions with 
the U.S. embassy. Bunker also met four times with Sukarno, who repeatedly 
expressed his desire for better relations with Washington and an end to Kon- 
frontasi but who made it clear that the Indonesian revolution would continue 
on its present course. As Bunker arrived, Sukarno announced a cabinet shuf- 
fle. He demoted Third Deputy Premier Chaerul Saleh from his position as 
minister of basic industries and mining and stripped Adam Malik of his port- 
folio as trade minister, shifting control of the ministry to Subandrio.* Two 
days later the government announced the takeover of the National Cash Reg- 
ister Company, one of the oldest American investors in Indonesia. As Bunker 
left Jakarta, the president signed a decree ordering the management takeover 
of all foreign enterprises in Indonesia, prompting workers to seize the head- 
quarters of Singer Sewing Machine Company. After months of harassment 
Indonesia’s Peace Corps contingent of physical education instructors also 
decided to pack up and withdraw.*” 

Bunker returned to Washington convinced that U.S.-Indonesian relations 
were “unlikely [to] improve [in the] near future.” He cited Sukarno’s ambi- 
tion “to solidify [the] Afro-Asian bloc against the OLDEFOS,” his near fa- 
natical opposition to neocolonialism and imperialism, commitment to social- 
ism, insistence that he could bend the PKI to his will, and a “mystical belief 
in his own destiny.”*° Moreover, Indonesians were as divided as their coun- 
terparts in Washington over what to do. Adam Malik strongly urged Bunker 
to resist a reduction in U.S. aid, which he thought would only encourage 
Subandrio and the PKI to further radicalism. On the other hand, General 
Nasution and other army officers thought that the American presence had 
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become a political liability for the military and a lightning rod for the PKI 
and other radical forces.*! Bunker’s report to President Johnson was a clear 
but not unequivocal endorsement of Nasution’s position. Although calling 
for programs that had become the target of recent protests to be phased out, 
he recommended maintenance of a skeletal AID staff, a small military advi- 
sory group, and completion of the army’s fixed communication system. He 
argued that the United States should play for the long haul and maintain 
contact with elements of strength, such as the military, and otherwise reduce 
its visibility “so that those opposed to the Communists and extremists may 
be free to handle a confrontation . . . without being attacked as defenders [of 
the] U.S.” “Indonesia will have to save itself,” Bunker concluded, but the 
United States could help by “creating conditions which will give the ele- 
ments of potential strength the most favorable conditions for confronta- 
tion.” In other words, Bunker had sided with the CIA position in favor of a 
military takeover in Indonesia as the best way of advancing U.S. interests.° 

For several months at least, the Bunker mission eased the strain in U.S.- 
Indonesian relations, giving the Johnson administration breathing space to 
find a replacement for the retiring Howard Jones, who was leaving to head 
up the East West Center at the University of Hawaii. The timing of Jones’s 
departure—as a policy for which he had been the most ardent spokesman 
collapsed around him—was apt, as was Dean Rusk’s selection of Assistant 
Secretary of State Marshall Green to replace him. Before his appointment as 
assistant secretary, Green was U.S. ambassador to Seoul when Park Chung 
Hee took power in a military coup. A hungry rumor mill fed on tidbits that 
Green’s arrival in Jakarta portended similar activities. Many Indonesians 
viewed Green’s appointment as a sign that Washington had written off the 
prospects of any improvement in its relations with Jakarta so long as Sukarno 
survived.*? With Francis Galbraith running things in Jakarta until Green’s 
arrival, the embassy began phasing out the U.S. aid presence and shedding 
all but essential staff. 

The Bunker mission report omitted any mention of covert operations in 
Indonesia, but the Johnson administration had not given up on “creating 
conditions” to provoke a violent clash between the PKI and the army, or 
even a coup. In late February the 303 Committee reviewed the progress of 
its covert operations in Indonesia. (The interdepartmental 303 Committee 
was established in 1955 as the Special Group and was renamed in 1964; its 
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mission was to review and authorize covert operations. Members included 
the national security adviser, the deputy secretary of defense, the deputy un- 
dersecretary of state for political affairs, and the director of Central Intelli- 
gence.) It also proposed an operational program for future activities, includ- 
ing “covert liaison with and support for existing anti-Communist groups, 
black letter operations, media operations, including [the] possibility [of] 
black radio, and political action within existing Indonesian institutions and 
organizations” aimed at “exploiting PKI factionalism.” The operational pro- 
gram enjoyed the support of William Bundy and Howard Jones and was ap- 
proved by the committee in early March.™* At the Baguio Chiefs of Mission 
Conference a few days later, Jones mused that “from our viewpoint, of 
course, an unsuccessful coup attempt by the PKI might be the most effective 
development to start a reversal of political trends in Indonesia.”*” 

Because the CIA refuses to declassify any of its operational files for Indo- 
nesia, we can only speculate about the scope of its covert operations in 1964 
and 1965. However, repeated and similar statements by U.S., British, Aus- 
tralian, and New Zealand officials indicate that high priority was given to 
psychological warfare and other deceptive activities aimed at creating a cli- 
mate of fear and confusion in Indonesia about the intentions of the army and 
the PKI in the hopes that the PKI might launch a premature coup attempt. 
We do know that Sukarno became convinced around this time—and rightly 
so—that the CIA had accelerated its operations in Indonesia. He com- 
plained to Jones and others that the CIA was “out of control.” On a visit to 
Jakarta Michael Forrestal told Sukarno that he was “reading the wrong 
books,” but the administration took the issue seriously enough to issue a 
public denial that the United States was not trying to overthrow or kill the 
Indonesian president, a not unreasonable suspicion in light of later revela- 
tions of CIA plots to assassinate foreign leaders—including Sukarno.** 

Recently declassified British files reveal that in the winter of 1965 the 
United Kingdom had also decided to expand both military and covert opera- 
tions against Indonesia. In January 1964 the British Chiefs of Staff (COS) and 
the office of the Commander in Chief for the Far East (CINC/FE) formed a 
committee “to examine deception activities” against Indonesia, refining pro- 
posals for media, military, and political activities over the course of the next 
twelve months. A year later the Defense and Overseas Policy Committee and 
the COS authorized an expansion of both “deniable” military operations, 
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including raids up to 10,000 yards into Kalimantan, and “undeniable” oper- 
ations, such as “attacks on Indonesian guerrilla camps in Borneo” and “sea- 
borne attacks on Indonesian transit camps in Sumatra.”*’ Shortly before the 
303 Committee met to review the progress of its action program in February, 
the CINC/FE also proposed an intensified “war of nerves” against Indonesia 
involving both overt and covert activities, and they created a Southeast Asian 
monitoring unit in Singapore to coordinate propaganda operations. On 
March 23 U.K. ambassador to Indonesia Andrew Gilchrist and the CINC/FE 
called for the appointment of a “director of political warfare against Indone- 
sia,” to be based at the Information Research Department in Singapore. 
Gilchrist hoped that a dedicated political operative would be better placed to 
“act ata moment’s notice to take advantage of sudden Indonesian misfortune 
and current events,” such as a recent naval mutiny in Surabaya.** Three 
months later the Foreign Office appointed Norman Reddaway to the post, 
which he was scheduled to take up in early October—a bit of fortuitous tim- 
ing, as it would turn out.*? 

Sukarno’s fears were magnified by a welter of coup plotting and rumors 
that swept Jakarta in the spring of 1965, some of them probably spread by 
U.S. and British intelligence. A rise in bitter and often violent clashes be- 
tween the PKI and anti-Communist forces throughout Java, Sumatra, and 
Bali lent a degree of credibility to such worries. Although sparked by the 
PK1’s unilateral action campaign and disputes over land, the clashes took on 
an increasingly religious tone as NU and former Masjumi activists accused 
Communists and their supporters in the party’s peasant organization (Barisan 
Tani Indonesia, or BTT) of attacking Islam.’ One Muslim student activist 
who regularly visited the U.S. embassy reported a “vast amount of rebel ac- 
tivity and training” by antiregime elements in Sulawesi and East Java.°! 
British intelligence observed that PKI officials were now “directing their ef- 
forts to subverting and penetrating the Armed forces,” while army leaders 
claimed that the party was plotting a takeover.” 

In April more than 200 army officers gathered to formulate the army’s of- 
ficial doctrine, the Ti Ubaya Cakti (Three Sacred Promises), which called 
for deepening their already substantial political and economic role in Indo- 
nesian life. At about the same time General Suharto began grouping around 
him conservative officers, including KOSTRAD intelligence chief Ali Mur- 
topo and General Yogi Sugama, to discuss how to counter PKI influence.® 
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Separately, the Washington-based journalistic duo Evans and Novak re- 
ported that the army had set up an “advisory commission on PKI activity,” 
this one without Suharto.“ After getting wind of these efforts, the PKI an- 
nounced that an army “council of generals” had formed and was plotting 
against the government, prompting Sukarno to confront Lieutenant General 
Achmad Yani and demand an explanation. On April 23 Howard Jones wrote 
William Bundy that army leaders were preparing a coup against Sukarno 
the next time he left the country. While warning his army contact that the 
United States could not get involved, Jones “conveyed clearly my own sym- 
pathy with his objectives.” The coup did not materialize, but army leaders 
could have no doubts about where Washington stood in the event they 
moved against either the PKI or Sukarno.” 

Even as the embassy began phasing out remaining U.S. aid programs, of- 
ficials in Washington and Jakarta sought to retain their contacts with mili- 
tary leaders. In May the Office of Public Safety program for the Indonesian 
Police departed, followed shortly by Colonel George Benson, who had headed 
the civic action program and who had the best contacts with the army. But 
the White House tried to move forward on a long-standing U.S. commit- 
ment to help the army build an advanced fixed telecommunications network 
despite widespread opposition. Generals Yani and Nasution considered such 
a network vital to their plans for modernizing the armed forces. In 1965 the 
army still had no secure means of communicating with the outer islands, 
much less with units in Java, leaving it dependent on an unreliable commer- 
cial network run by leftist communications workers. After the Lubis land- 
ings in September the State Department scaled back the original plan for a 
twelve-site network traversing the archipelago to three sites in Java and later 
deferred delivery for even those sites, “the bitterest pill the Indonesian Army 
has had to swallow in its long relationship with the American government,” 
according to General Yani. 

Michael Forrestal and Ellsworth Bunker recommended moving forward 
with the project, using either backlogged MAP funds or selling the equipment 
on a commercial basis. The State Department, although conscious of the need 
to maintain military ties and bolster anti-Communist forces, worried that 
such a move would lead “to public debate which damages [the] Army and 
publicizes that [the] reason for [the] aid is to strengthen [the] Army against 
[the] PKI.”°’ British officials, who had spent the last two years attempting to 
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block weapons sales from Western nations to Indonesia, strongly opposed 
the sale of equipment that might enhance Indonesia’s military capabilities 
against Malaysia and disrupt their signals intelligence interception activi- 
ties.’ Press coverage also ran strongly against providing assistance while 
William Broomfield led the charge in Congress, where the administration 
once again had to beat back amendments that would have imposed an out- 
right ban on aid to Indonesia.” But House and Senate leaders quietly sig- 
naled their approval after State Department officials assured them that the 
network was for internal security and could be useful in helping the army to 
repress the PKI. Moreover, with U.S. personnel installing and maintaining 
such a network, its “intelligence value would be obvious.””° 

The Foreign Office watched the discussion over military assistance to 
Jakarta with dismay. In few other parts of the world did British and U.S. in- 
terests conflict as openly as in Indonesia, a point Whitehall referred to when 
it was criticized for trading with China, Cuba, and the Soviet Union.”! De- 
spite Johnson’s tough talk and his tacit quid pro quo with Prime Minister 
Douglas Home, Washington was still trying to restrain the British in the in- 
terest of its larger regional policies. By early 1965 the Far East Command 
had deployed more than 60,000 troops in the region, “placing enormous 
strain on the British economy and, increasingly, on its ability to meet its 
obligations to NATO”—just as the Treasury was considering steep spending 
cuts and the gradual withdrawal of its forces from Southeast Asia. Com- 
pounding these difficulties, in January President Johnson asked Australia and 
New Zealand to provide forces for Vietnam, which would preclude them 
from sending more than a token deployment to Borneo. The British dilemma 
was acute. Their short-term goal was to maintain their presence in South- 
east Asia until Indonesia backed down, unlikely if their plans to withdraw 
from east of the Suez became known. Washington, however, now opposed 
London taking decisive military action to end the conflict, further narrow- 
ing Whitehall’s options.” 

Indonesian military operations against the Malaysian mainland and in 
Kalimantan continued at a steady clip throughout the spring and summer of 
1965, as U.S. army intelligence officers in Singapore knew from their regu- 
lar briefings with British intelligence.’’ Yet Marshall Green and other U.S. 
officials urged their British counterparts to “resist confrontation only to 
[the] minimum extent necessary [to] prevent escalation.””* Andrew Gilchrist 


INDONESIA’S YEAR OF LIVING DANGEROUSLY 161 


suggested “that we ought to encourage the break-up of Indonesia as perhaps 
the only means of securing a respite from Confrontation,” dismissing Wash- 
ington’s calls for restraint and support for Indonesian “moderates” such as 
Adam Malik and General Yani as unlikely to “contribute to such an explo- 
sion.” The two nations’ often divergent regional aims extended to their 
covert operations. British covert actions aimed “to this end and for its own 
sake, to spread alarm and despondency in Indonesia and aggravate and pro- 
long the current crisis” as a way of destroying the military’s ability to prose- 
cute Konfrontasi. The CIA, in contrast, sought to preserve the political cohe- 
sion of the armed forces while pursuing the relatively limited objective of 
encouraging a move against Sukarno or drawing the PKI into a clash with 
the army.” 

British fears that Indonesia intended to continue Konfrontasi indefinitely 
and U.S. concerns about the PKI’s growing strength prompted renewed dis- 
cussions in both London and Washington about the possibility of dismem- 
bering Indonesia, a startling development that has received little attention 
from historians. It is crucial to recognize the lineage of such discussions, 
which represented the revival of formerly discredited rollback proposals from 
the late 1950s. The Eisenhower administration in May 1957 first broached 
the subject of supporting the dissolution of Indonesia as a response to the 
outbreak of the PRRI revolt.’’ As early as February 1963 Lord Douglas Home 
expressed interest in supporting internal opposition in Sumatra or Sulawesi, 
telling U.S. officials that “it should be pretty easy to stir up revolt against 
Sukarno there” and that “Sumatra could be pinched off quite easily.” In 
Washington it was Dean Rusk—not hard-liners in the CIA waxing nostalgic 
about the PRRI rebellion—who resurrected such talk. At Kennedy’s funeral 
the secretary of state suggested to the prime minister that “it would be much 
better to avoid getting entangled in an area of Sukarno’s own choosing. Why 
could not something be done in Sumatra?” In April 1964, when Foreign 
Minister Butler outlined British contingency plans for Malaysia, Rusk sug- 
gested that “a little war planning for other areas might usefully be done be- 
hind the scenes.””” 

The U.S. embassy in Jakarta and the consulate in Medan kept close tabs 
on armed unrest in South Sulawesi and North Sumatra, where British and 
Malaysian officials had initiated covert assistance to regional dissident forces 
in Sumatra, Celebes, and Kalimantan.’* In 1965 the embassy also monitored 
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Malaysia’s “infiltration [of] agents into Sumatra” for countersubversion, a 
policy long advocated by the Tunku.” Scattered evidence demonstrates per- 
suasively that as hopes of working with Sukarno evaporated, officials in 
Washington and Jakarta gave more consideration to contingency planning 
aimed at possibly splitting off Sumatra and its wealth of oil and other re- 
sources from the rest of Indonesia, especially in the event of a PKI takeover 
or a continued escalation of Konfrontasi.®° 

In July 1964 Defense Secretary Denis Healey suggested that the British 
COS consider “subversive action on a large scale to disintegrate Indonesia.” 
Simultaneously, embassy political officer Robert Martens argued that if the 
most pessimistic analyses of Sukarno were true—that he was consciously 
leading Indonesia toward Communism out of an ideological affinity toward 
the PKI—then the United States should give much greater consideration to 
“establishing a more friendly government or for fostering separatism in the 
outer islands.” Martens urged that “active contingency planning should be 
initiated, to the extent that this may not have already been done, to decide 
how far the U.S. should go in supporting renewed outer island dissidence in 
the event of a Communist victory at the Jakarta level.”*! It is almost certain 
that British and U.S. officials were sharing their thoughts with each other on 
this matter. 

A few months later James Thomson wrote to McGeorge Bundy that “we 
have pressed State Department to do some thinking and planning re U.S. 
moves or responses in the event that Sukarno’s death creates fragmenting 
tendencies in Indonesia.” In March 1965 an unsigned memo to Bundy re- 
garding possible retaliatory measures against Indonesia proposed that con- 
tinued attacks against Malaysia might lead to U.S. military strikes against In- 
donesian supply lines and support for “independence movements in outer 
islands.” The Bunker mission, apparently responding to such currents, ar- 
gued that “because the ideal of national unity is an overriding obsession with 
practically all Indonesians, stronger by far than any real divisive regional 
feeling, we should avoid becoming involved in efforts to split off Sumatra 
or other areas from Indonesia.”** Discussions of this sort continued among 
top administration officials and their British counterparts until at least the 
end of 1965, nearly three months after the September 30th Movement. The 
Foreign and Commonwealth Relations Offices concluded in September that 
Britain should consider “making a determined effort to break up Indonesia 
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because, however chaotic and unstable the consequences, this would be 
preferable to a strong and menacing communist state of 100 million peo- 
ple.”®> There is little doubt that the Johnson administration, far from being 
resigned to failure, was actively considering attempts to break up Indonesia 
should its covert operations fail and the PKI ascend to power, the same dis- 
astrous strategy it pursued during the failed PRRI-Permesta rebellions just 
seven years earlier. 


The Hot Season in Jakarta 


Over the summer of 1965 Washington evinced a deepening pessimism about 
the left’s momentum in Jakarta and the countryside. In May Chaerul Saleh 
announced that Indonesia would no longer permit foreign investment and, 
while refraining from the confiscation of foreign enterprise, would replace 
foreign with Indonesian managers, few even remotely qualified for the task, 
accelerating the country’s economic disintegration.** The PKI continued to 
demand the retooling of the Murba Party and the PNI, the Nasakomization 
of all levels of government, and the creation of a “fifth force” of armed peas- 
ants and workers. Sukarno’s tacit embrace of Beijing continued as well, with 
the Indonesian news service Antara reporting on seven separate Indonesian 
delegations to China in the month of May alone.*” More ominously, public 
discourse in Jakarta shifted sharply to the left as Subandrio and Sukarno at- 
tacked their opponents as counterrevolutionaries and hinted at further po- 
litical purges. In July the government suspended participant training for 
Indonesian civilians at U.S. universities, shelving another crucial tool for ac- 
culturating Indonesian elites to the West. As a final indignity against Indone- 
sian youth, on July 12 the police chief of Jakarta banned possession of records 
by the Beatles and the Rolling Stones. Francis Galbraith, who served as acting 
ambassador until Marshall Green’s arrival, noted the “virtual impossibility of 
any overt GOI policy at this juncture deviating markedly from PKI wishes.”* 
He recommended that the White House “energetically though quietly tool 
up for [an] effective counter-propaganda effort and other counter-actions 
against Sukarno’s policies.”*” 

Despite its rapid gains, the PKI was paying a heavy price for its radicalism. 
Through late 1964, organized anti-PKI efforts had been confined largely to 
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Jakarta and to urban elites. As the PKI political offensive continued in 1965, 
it generated a more widespread and violent response throughout the archi- 
pelago. The CIA reported an “expanding campaign of violence developing 
between PKI and Muslim organizations” in North Sumatra, East Java, and 
Central Java. In East Java “Muslim groups have sought to disrupt almost any 
Communist activity” and operated with the “sympathy and partial support 
of significant elements of the army and police.” PKI chairman Aidit had rec- 
ognized early on that the party’s turn toward class struggle in the country- 
side, a departure from its previous emphasis on united front politics, would 
spark bitter opposition. But recognition that “in the village sphere at least, 
the party’s offensives could be blunted” and even repelled encouraged anti- 
Communists of all stripes.” 

At times Sukarno seemed to realize how dangerously destabilized Indo- 
nesian society had become, and he suggested that he would take steps to re- 
store the domestic balance of power. In May he reinstated the Murba Party 
and dispatched General Nasution to Moscow to invite Soviet premier Alek- 
sey Kosygin to visit Indonesia, a nod toward the army’s fear of deepening 
Chinese influence. He also hinted at a cabinet shuffle that might bring in 
more moderates and perhaps restore Chaerul Saleh and Adam Malik, both 
PKI opponents, to their former positions.”! British intelligence, however, 
dismissed suggestions of any balancing act, arguing that the PKI “has be- 
come less and less dependent upon Sukarno.” One scholar of the PKI con- 
tends that by 1965 “party leaders had concluded that their movement was 
too large to repress” and that “its very size was a deterrent against a military 
strike by the Army since this was likely to ignite a civil war.””” 

Economic crisis, meanwhile, was an engine of political polarization. At 
the beginning of 1965 the black market exchange rate stood at 9,000 rupiah 
to the dollar, against a formal exchange rate of 45 rupiah to the dollar, creat- 
ing enormous incentives for corruption. Although Indonesia’s foreign debt 
had recently passed the $1 billion mark, the Bank of Indonesia was running 
a $300 million foreign exchange deficit. Industrial production neared col- 
lapse as foreign commercial credits dried up and spare parts and raw materi- 
als became unobtainable, spurring massive capital flight as everyone who was 
able to, especially Chinese entrepreneurs, moved their assets out of the coun- 
try. Smuggling between Sumatra and Singapore exploded, with rubber and 
other commodity exports nearing levels comparable to the period before 
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Indonesia’s severing of trade relations.’ State-owned corporations proved 
particularly vulnerable, because most were regarded by their largely military 
managers not so much as sites of production but “as vehicles for appropri- 
ating public wealth and securing a share of the surplus of private profits.” 
Corruption among military elites fed resentment not only among Indone- 
sian radicals but also among lower-level officers and soldiers left to fend for 
themselves amid the chaos.”* As the formal economy disintegrated, civil ser- 
vants and industrial workers in urban areas took second and third jobs in the 
informal sector in a wild scramble to make ends meet. Economic planning 
became impossible, and the government “abandoned [any] effort to even 
formulate a budget for 1965.”” 

USS. officials were by turns mystified and mortified at the Indonesian 
army’s unwillingness in the face of such profound economic and political dis- 
location to act against Sukarno or the PKI, despite clear American encour- 
agement. Military leaders continued to assure the U.S. mission in Jakarta 
that the PKT would never be allowed to take power, and over the summer 
coup rumors crested and fell with the regularity of the tide. Ambassador to 
Malaysia James Bell cited “credible sources” who suggested that there was “a 
strong possibility of move against the PKI and Sukarno in the near future,” 
perhaps while Sukarno was out of town. Francis Galbraith concluded after 
checking around that Bell was “reading into [the] situation more than is war- 
ranted.” Four days later, however, he cryptically told Bell to refrain from 
raising the issue of army coup plans with his sources, noting that the United 
States was “aware of [a] good deal of maneuvering going on beneath surface” 
and that Indonesians were “past masters [of] intrigue and may be deliber- 
ately trying create [the] opposite impression for [their] own reasons.””° 

‘The CIAs analyses betrayed the same sense of confusion over the volatile 
political situation as well as an inability to distinguish between the PKI’s ac- 
tual strength and that afforded by Sukarno’s protection. A National Intelli- 
gence Estimate in July suggested that the PKI’s gains were to some extent 
ephemeral and dependent on army leaders’ reluctance—for the moment—to 
force a genuine test of power. The PKI had no weapons, thin support outside 
Java, and shallow loyalty among the peasantry. Although firmly on China’s 
side in the Sino-Soviet split, the PKI remained a thoroughly “revisionist” 
party. The CIA accurately observed that the PKI “has only limited potential 
for armed insurgency and would almost certainly not wish to provoke the 
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military into open opposition” but that the army was unwilling “to risk a 
civil war by initiating rollback of the Communists.” As a result, the CIA con- 
cluded, the PKI’s opponents “are discouraged and intimidated” and “even the 
military has all but lost the will to resist.” The long-term prognosis was for 
both stalemate and continued PKI gains, with virtually no hope (if Langley’s 
analysts are to be believed) for improvement so long as Sukarno lived.” 

‘This was Marshall Green’s bequest when he arrived in Jakarta in late July 
1965. On the road from the airport to the ambassador’s residence he could 
read the signs on which “Green Go Home!” graffiti had been scrawled.” At 
the presentation of Green’s credentials a few days later, Sukarno bitterly crit- 
icized U.S. policy toward Vietnam and Konfrontasi, a “clear signal to Indo- 
nesians,” Green wrote, “that [the] change [in] U.S. ambassadors does not rpt 
not mean any change in Indo opposition [to] U.S. policies.” The PKI and 
other radical groups stepped up their regular protests in front of the embassy 
and other U.S. installations as Green arrived, leading the new ambassador to 
wonder whether the low-posture policy Washington had adopted in the 
wake of the Bunker mission was low enough.” 

The day after Green’s installation, demonstrators stoned the U.S. con- 
sulate in Medan after a series of rowdy protests. In early August Subandrio 
rejected a request by a U.S. research vessel to use the Banda Sea, implicitly 
challenging the right of U.S. ships to transit international waters. Green 
viewed the moves as signs that Sukarno might be preparing to break diplo- 
matic ties, setting off a flurry of discussions about possible retaliatory mea- 
sures. James Thomson fretted to McGeorge Bundy about the “disturbing 
views that are circulating on the seventh floor at State” and warned of the 
need to “move gently some feet away from the panic button.”!°° Thomson 
and Chester Cooper called in Ambassador Palar and urged that Sukarno 
take some concrete measure to show he disapproved of recent actions, point- 
ing to the pressure building in Congress for a break in relations.!°! 

‘Two weeks after arriving in Jakarta, Marshall Green delivered his assess- 
ment. Sukarno was “deliberately promoting communism’s cause in Indonesia,” 
and while not a Communist himself, he saw the PKI’s agenda as compatible 
with his own. Moreover, the Indonesian president identified anti-Communism 
with anti-Sukarnoism, putting political opponents at serious risk. Embassy 
officials reported that their contacts were wary of being seen with Americans 
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and reluctant to talk openly about the deteriorating political scene. Indone- 
sia, Green concluded, “has become an almost completely closed society.”!” 

Sukarno’s Independence Day speech on August 17 reinforced these per- 
ceptions, criticizing the U.N. at length and bitterly attacking the U.S. war 
against Vietnam. “Those who come from halfway around the world call 
themselves ‘defenders of peace,’” he thundered, “while Vietnamese people 
who stay in their own country and mind their own affairs . . . these Viet- 
namese people are called aggressors. One of them must be insane, either 
Vietnam or the U.S. government.” For the first time Sukarno identified In- 
donesia as part of a “Jakarta-Phnom Penh—Hanoi—Peiping—Pyongyang axis,” 
a “natural axis forged by the course of history.” He also denounced “false 
revolutionaries” and “capitalist bureaucrats” for undermining the economy— 
using the PKI’s derogatory labels for army officers in charge of state enter- 
prises—and attacked the PKT’s opponents as traitorous, warning that “yes- 
terday’s revolutionaries could be today’s counter-revolutionaries” (a none 
too subtle swipe at the army).'® 

Sukarno “has clearly identified [the] U.S. as [the] enemy,” the embassy 
later wrote. There was little the United States could do at this point, Green 
suggested, except maintain ties with the military, keep as much of a diplo- 
matic presence as possible, and continue intelligence reporting, covert oper- 
ations, and propaganda activities.!* In Washington, George Ball, Chester 
Cooper, James Thomson, and Robert Komer met to review U.S. policy op- 
tions. As William Bundy recalls, Ball asked the group, “Isn’t Indonesia as im- 
portant as all Indochina?” Yes, they replied. “Wasn’t it inexorably going 
Communist?” Again, yes. “Can we do something to slow or counter the 
trend?” No, they answered. How are the CIA’ assets? Ball asked. Not good, 
was the response. In Bundy’s account the meeting broke up with no resolu- 
tion.'* A week later, the CIA produced a rather muted National Intelligence 
Estimate on the implications of a Communist takeover in Indonesia. Sur- 
prisingly, the CIA concluded that although countries such as Malaysia and 
Australia would be deeply worried, given its small armed forces, “a Commie 
Indonesia would pose only a potential threat to [the] western position in In- 
donesia and to important sea and air lanes.” Not only would Indonesia pose 
little threat, but it “would be more liability than asset” to Beijing and Moscow 
as it focused on internal consolidation.” 
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The Johnson administration’s mounting anxiety was magnified by the 
‘Tunku’s unexpected announcement on August ro that Malaysia was ex- 
pelling Singapore from the Malaysian Federation. The expulsion capped a 
months-long campaign by Lee Kwan Yew and his Peoples Action Party 
(PAP) during which he called for a “Malaysian Malaysia,” enraging Malay 
leaders who argued that Lee had broken a PAP pledge not to intervene in 
mainland politics. ‘The underlying concern of Malaysian officials was Lee’s 
challenge to the Alliance Party and the dominance of the United Malay’s 
National Organization (UNMO) in Malaysian politics and Malayan fears of 
the electoral threat posed by Singapore’s Chinese majority.!°” 

USS. officials rightly speculated that Indonesia would view Singapore’s in- 
dependence as a vindication of its policy of Konfrontasi and characterization 
of Malaysia as a neocolonial construct.'®’ More important than its impact in 
Jakarta, however, was the effect of Singapore’s expulsion on British policy 
in the region. Lee Kwan Yew was unlikely to support British military bases in 
Singapore for the indefinite future, and bases in Malaysia were out of the 
question, raising the likelihood that Whitehall might now feel pressure to 
seek a negotiated solution to Konfrontasi. The head of the British Foreign 
Office’s Committee on Malaysia sought to allay such concerns, assuring the 
U.S. ambassador in London that the Treasury “would maintain and if nec- 
essary increase defense expenditures at least through 1970 for costs [of] con- 
frontation.” The embassy in Kuala Lumpur chimed in that there was “no 
indication” British policy would change and that it was “unlikely that Singa- 
pore government wants to get British out in a hurry.”!” 

In fact, Singapore’s expulsion from Malaysia changed the entire calculus 
of British policy. With the sagging value of the British pound acting as an al- 
batross around its neck, at the end of August the Overseas Policy and De- 
fense Committee concluded that the country’s long-term fiscal crisis made it 
“impossible to envision” British forces staying in either Malaysia or Singapore 
after 1970 and that the United Kingdom should resume diplomatic initiatives 
aimed at ending Konfrontasi, a position anathema to the Foreign Office just 
months before. Whitehall sprang the idea on stunned U.S., Australian, and 
New Zealand officials at quadripartite talks held in London in early Sep- 
tember.!!° Johnson administration officials were outraged that Britain was 
even contemplating a withdrawal from Singapore, a move they predicted 
would undermine Western credibility throughout the region and sabotage 
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the U.S. war in Vietnam. President Johnson quickly dispatched George Ball 
to London to meet with Prime Minister Harold Wilson, where for two days 
he spelled out Washington’s opposition to British withdrawal from the re- 
gion and to negotiations with Indonesia. London could not unilaterally make 
decisions that would undermine U.S. policies in Southeast Asia without con- 
sequences, the undersecretary warned. Ball bluntly told Wilson that “it would 
be a great mistake if the U.K. government failed to understand that the Amer- 
ican effort to relieve sterling was inextricably related to the commitments of 
the U.K. government to maintain its commitments around the world.”!"' 

At the beginning of September, Marshall Green held his first meeting 
with Sukarno at the presidential palace, having already written off any pos- 
sibility of dealing productively with the Indonesian president. They would 
not meet again.!!? Outside the palace Indonesian politics began to take on 
a surreal cast. Sukarno forged ahead with what the embassy described as a 
“general purge of anti-Communists.” At the urging of the president, PNI 
head Ali Sastroamidjojo continued a massive purge of party leaders down to 
the provincial level throughout Java. In Medan a PKI-supported mayor was 
installed despite army-backed student protesters, whom Minister of Internal 
Affairs Sumarno denounced as “counter-revolutionaries.”'!’ Political consul 
Ed Masters, observing fear and intimidation among anti-Communists, wist- 
fully described the situation just four months before as a comparative “golden 
age.”!'4 He cabled the State Department that “anti-U.S. propaganda . . . is 
daily mounting both in volume and viciousness,” and he urged “the launch- 
ing of psychological war against Indonesia” involving Voice of America 
broadcasts and the distribution of unattributable news items aimed at “dis- 
crediting the government.”!4 

Meanwhile, PKI-led protests at the embassy and the U.S. consulates in 
Medan and Surabaya continued, as they had nearly every day since Green’s 
arrival. On September 6 a crowd of 4,000 demonstrators sacked and de- 
stroyed the Indian embassy in Jakarta, followed the next day by a similarly 
large protest after which participants attacked and damaged the U.S. con- 
sulate in Surabaya. Embassy officials viewed the protests as the culmination 
of a “concerted campaign by [the] PKI” to shut down the U.S. presence in 
Indonesia. Dean Rusk began to consider just that, calling in Indonesian am- 
bassador Palar to threaten a break in relations and retaliation against Indo- 
nesian installations in the United States.'!° Officials at Langley dashed off a 
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protest against the possible closure of the consulate in Surabaya, reminding 
the White House and State Department of its value as a listening post.!!” 
Rusk also ordered Marshall Green to begin destroying classified documents 
in preparation for a possible assault on the beleaguered embassy. 

Renewed fears about Sukarno’s health added to the tensions in Jakarta. 
On August 4 Sukarno collapsed at a public function, and later in the month 
he canceled a trip to northern Sumatra after doctors warned that his contin- 
uous exertions had put his life in danger. The president’s security forces 
warned of a different health threat, detecting “several plots to assassinate 
him” if he traveled to the overwhelmingly Muslim and anti-Communist re- 
gion.!!§ Uncertainty about Sukarno’s longevity helped fuel rumors of sub- 
version and plotting by both Communist and anti-Communist forces. In late 
August the PKI central committee warned all its branches of an impending 
coup by the army’s Council of Generals. It issued another warning in mid- 
September of an alleged coup set for September 21.!! Deputy Chief of Mis- 
sion Francis Galbraith recalled that “we had rumors and reports almost 
every day of some kind of coup, and this became such a flood of things it was 
very hard to separate truth from fiction.”!”° Fueling speculation, the army 
began to mass thousands of troops in the capital in preparation for the 
Armed Forces Day celebration on October 5. As coup rumors swirled and 
tensions rose, the chiefs of the Indonesian General Staff, a group including 
Generals Yani, Parman, and Suprapto, met on the night of September 30. 
Having received reports that night that the president was very sick, they dis- 
cussed responses to Sukarno’s incapacitation but left without making a deci- 
sion.'*! A few hours later, their discussion, and many others that night in 
Jakarta, was rendered moot. 


CHAPTER 7 


The September 30th Movement 
and the Destruction of the PKI 


I have never concealed from you my belief that a little shooting in Indonesia 
would be an essential preliminary to effective change . . . but it makes me sad 
to think that they have begun with the wrong people. 


—British Ambassador Andrew Gilchrist, in a letter 
to the Foreign Office, October 5, 1965 


Pressure for removing foreigners from direct control [of] extractive raw 
material production had been building for years. . . . If the September 30 
movement had not been launched or had not been aborted, removal of 
foreign oil companies would have been certainty. 


—Telegram from the U.S. Embassy in Jakarta 
to Washington, December 8, 1965 


If our struggle is only against Communists, and not against all those for 
whom torture, slavery, massacre and war are permissible methods of politics, 
if we welcome this slaughter or remain silent, do we deserve to survive? 


—Letter to the New York Times, January 17, 1966 


On the morning of October 1, 1965, a breathless CIA officer burst into a 
nondescript office in a nondescript building in Singapore that housed agents 
of Britain’s Information Research Department (IRD). The IRD was a pro- 
paganda arm of the Foreign Office linked to the British Foreign Intelligence 
Service MI6 and connected to a network of media assets around the world. 
The CIA officer had just heard the first radio broadcast of the September 
30th Movement, which claimed to have forestalled a coup against President 
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Sukarno by a CIA-backed “council of generals,” allegedly planned for October 
5. Asa teletype in the White House relayed the outlines of the still murky events 
taking place on the other side of the globe, the CIA officer in Singapore pro- 
posed the creation of “black radio” broadcasts into Indonesia, having already 
begun recruiting Indonesian speakers.! In Jakarta the movement, which had 
begun the night before under the alleged leadership of Lieutenant Colonel 
Untung with the kidnapping and killing of six generals of the Indonesian Army 
High Command, was already unraveling. The September 30th Movement was 
a relatively small-scale affair. It was poorly planned and so clumsily executed 
that it seemed almost preordained to fail. Major General Suharto, the com- 
mander of the army’s Strategic Reserve Command (KOSTRAD) rapidly routed 
the meager forces under Untung’s command, took control of the army, and 
blamed what he labeled a “coup attempt” entirely on the PKI. Within two 
weeks a much more momentous army-led and U.S.-backed movement to ex- 
terminate the PKI and its supporters was under way. Working with anti- 
Muslim organizations, student groups, and other anti-Communist organiza- 
tions, the army proceeded over the next five months to murder hundreds of 
thousands of unarmed, alleged PKI members. ‘The slaughter paved the way 
for the army’s ouster of Sukarno in March 1966, its ascension to power, and 
the reconfiguration of Indonesian politics and foreign policy.’ 

The liquidation of the PKI in Indonesia was “perhaps the greatest setback 
for Communism in the Third World in the 1960s” and an event with enor- 
mous implications for each of the Great Powers. For the United States the 
PKI’s destruction changed the political calculus of the Vietnam War and de- 
creased by an order of magnitude the possible regional consequences of vic- 
tory by Hanoi and the NLF (National Liberation Front), although ironically 
it was too late to affect the course of the Johnson administration’s escalation 
of the war. For the Soviet Union and China the destruction of the left in In- 
donesia increased the importance that each attached to holding firm in Viet- 
nam lest their credibility as revolutionary powers in the region be further 
undermined. Britain saw Sukarno’s ouster and the PKI’s demise as the first 
step toward ending Konfrontasi and beginning Britain’s gradual retrenchment 
from Southeast Asia, a policy to which Washington was unalterably opposed 
as its military commitment to the region intensified.’ 

Domestically, the PKI’s annihilation destroyed the political balance of 
power, dramatically undermining Sukarno and removing the only mass-based 
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alternative to army rule. However, the emergence of the Indonesian army as 
the dominant political force and the military’s pressing need to address the 
country’s deep-rooted economic crisis also provided the United States and 
other Western powers with unusual leverage to shape the conditions under 
which the army would consolidate its power and legitimize its role in a mil- 
itary modernizing regime. U.S. officials acknowledged that the basic forces 
in Indonesia “are far beyond our capability to control,” as Marshall Green 
put it. But Washington was also confident that “the next few days, weeks, 
and months may offer unprecedented opportunities for us to begin to influ- 
ence people and events, as the military begin to understand problems and 
dilemmas in which they find themselves.”* 

‘The September 30th Movement and its bloody aftermath are central events 
in postwar Indonesian history, and competing interpretations of their roots, 
meaning, and legacy have become a cottage industry.* Much of the debate 
has centered on the precise role of the PKI, the degree of Sukarno’s and/or 
Suharto’s foreknowledge of the “coup attempt,” and the local circumstances of 
the mass killings that followed. (Although I use the phrase coup attempt with- 
out quotes in the rest of this chapter, I do so with some degree of discomfort 
because I do not believe the history books are closed on the question of 
whether or not the September 30th Movement was planning a coup.) Ameri- 
can historians in particular have spilled much ink on the question of Washing- 
ton’s involvement in these events. Until the fall of Suharto in 1998, one’s po- 
sition could reasonably be inferred from one’s political sympathy to the New 
Order: Regime supporters blamed the PKI and rejected any American role, 
whereas critics viewed the “PKI as dalang (puppet master)” thesis with derision 
and charged Washington with varying degrees of complicity in the coup at- 
tempt and the mass killings.° Non-U.S. scholars have tended to downplay the 
USS. role in recent years, rightfully concerning themselves with uncovering lo- 
cal histories of the September 30th Movement and its bloody aftermath.’ The 
most recent and careful analysis of Indonesian sources has concluded that two 
leading members of the PKI—Chairman Aidit and head of the Special Bureau 
Sjam—conceived of and led the movement and that its aims are more properly 
seen as an attempted purge of the armed forces and not a coup attempt against 
Sukarno. Because most movement participants were summarily executed in 
the fall of 1965, historians have been forced to rely on flawed transcripts from 
army-organized show trials to debate these issues.* 
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More important than the September 30th Movement itself was the use to 
which Suharto, the Indonesian army, and its international supporters put the 
movement to justify the annihilation of the PKI. Here the recent partial de- 
classification of U.S. and British materials has made it possible to evaluate 
competing claims on the role of the United States, the United Kingdom, 
and other nations with greater precision (and, since Suharto’s fall, less ideo- 
logical baggage) and to come to a few tentative conclusions. First, although 
the available evidence does not directly implicate the United States in the 
September 30th Movement or in Sukarno’s ouster, quests for Washington’s 
hidden hand are beside the point. The United States and Britain unques- 
tionably sought to entice the PKI into a coup attempt or some other rash ac- 
tion in the hopes of provoking a violent response by the army and organized 
covert operations and propaganda efforts to this end for the better part of a 
year, a fact unmitigated by Washington and London’s surprise at the actual 
timing of events. Second, U.S. encouragement of and support for the mass 
killings of alleged PKI supporters was greater than historians have hereto- 
fore acknowledged, as was that of other Western countries, in particular the 
United Kingdom. But U.S. involvement in mass murder is only part of the 
story, and it is less illustrative of Washington’s long-range goals for Jakarta 
than the manner in which it engaged with the Indonesian army at the time 
of its greatest need to help midwife a parallel state apparatus, a strand of the 
story historians have accorded much less attention. 


“This Business Has a Very Bad Smell to It” 


The events of October 1, 1965, were a predictable, if unanticipated, result of 
months of bitter political combat in Indonesia between the PKI, the army, 
and other anti-Communist forces. What was unusual about the September 
30th Movement was that the generals were killed rather than kidnapped (as 
were Sukarno and Hatta in August 1945 by militant students seeking to force 
them to declare Indonesia’s independence). Each was seized from his home 
by small groups of soldiers and taken to Halim Air Force Base on the out- 
skirts of Jakarta, where those not killed immediately were dispatched and 
dumped in a well on the edge of the base. The home of General Nasution 
was also raided, but Nasution managed to escape by jumping over his back- 
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yard wall into the yard of the Iraqi ambassador’s residence. In the confusion 
Nasution’s daughter was mortally wounded and the general’s aide was seized 
in his place and later shot. Untung’s meager forces haphazardly seized a num- 
ber of strategic points in Jakarta, placing two battalions on three sides of 
Merdeka Square. Suharto—the highest ranking combat officer in the Indo- 
nesian army—was not targeted, according to Colonel Latief, because he had 
been forewarned of the night’s events and judged agnostic or supportive of 
the September 30th Movement’s actions. Untung’s men correspondingly ig- 
nored the headquarters of the army’s KOSTRAD, which stood across the 
square from the presidential palace on the fourth side of the square.’ 

A few hours after the broadcast, Sukarno went to Halim Air Force Base 
while Vice Marshall Omar Dhani flew to East Java. PKI chairman Aidit also 
spent the night at the base, where Pemuda Rakjat and Gerwani members 
had been receiving basic paramilitary training over the summer. That after- 
noon the movement announced the formation of a “Revolutionary Council” 
composed of forty-five people representing the armed forces and the major 
political parties, including the PKI. Sukarno’s name was notable for its ab- 
sence, and in fact the president refused to publicly endorse the movement, 
probably destroying its slim chances for success. By this time Suharto had 
swung into action, routing or co-opting Untung’s forces in Jakarta and tak- 
ing control of the army and ignoring Sukarno’s orders to place the more pli- 
able General Pranoto in command. 

‘That evening, army paracommando troops (RPKAD) under the leader- 
ship of Lieutenant Colonel Sarwo Edhie surrounded Halim and issued an 
ultimatum for Dhani to surrender the base or face attack. Sukarno left Halim 
in his helicopter for Bogor Palace, while Lieutenant Colonel Untung, Omar 
Dhani, and Aidit fled to Central Java. Edhie took control of the air force 
base the next morning, and the September 30th Movement was basically fin- 
ished in Jakarta. It took several more weeks to establish army control in East 
and Central Java, where support for both Sukarno and the PKI was strong 
and elements of the Diponegoro division had supported the September 30th 
Movement.'° By October 2 Suharto was firmly in command of all strategic 
points in Jakarta and the army had ordered all media outlets in the city to 
cease publishing. All did, with the single exception of the PKI paper Harian 
Rakjat, which published an edition endorsing the September 30th Move- 
ment on the night of October 1." 
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The U.S., British, Japanese, Australian, and other embassies initially re- 
acted to the events of October 1 with surprise and confusion. Speculation 
about responsibility for the September 30th Movement centered quickly on 
the PKI, although the U.S. embassy admitted that the “situation in Jakarta 
is far from clear.”'? Nor did anyone seem to have much information about 
Suharto, an appalling intelligence failure considering the general had led the 
military campaigns for West Irian and Malaysia and headed KOSTRAD." 
Sukarno’s status was also unknown—on October 2 Marshall Green told the 
State Department that the president was “either dead, incapacitated, in hid- 
ing waiting for dust to settle, or masterminded [the] whole affair.”!* 

Revealingly, administration officials were also uncertain about the degree 
of U.S. involvement. As the first reports came in from Jakarta, George Ball 
called CIA director Richard Helms. “Can we categorically deny this involve- 
ment of CIA operations in Indonesia situation?” After checking around, 
Helms replied that he could go on the record saying the CIA “had absolutely 
nothing to do with it.”! Ball, guessing that the PKI leadership had orches- 
trated events, asked Defense Secretary McNamara to send any ships in the 
area steaming for Jakarta in case it became necessary to evacuate dependents 
or to directly intervene. Three days later, with Suharto firmly in control, 
William Bundy convinced McNamara to order the ships to turn around.!° 

On October 3 the bodies of the six murdered generals were discovered. 
Their exhumation became a major public event, and army-controlled news- 
papers luridly reported on their condition and printed grisly photos pur- 
portedly showing that several of the generals had been tortured, slashed with 
razor blades, and had their eyes gouged out and genitals cut off by blood- 
thirsty PKI activists from Pemuda Rakjat and the PKI Women’s Front Ger- 
wani. The army paper Angkatan Bersendjata on October 5 reported “barbar- 
ous deeds in the form of tortures executed beyond the bounds of human 
feeling,” descriptions picked up and amplified by Berita Yudba and other 
publications in the ensuing months.!” Claims about the alleged torture and 
mutilation of the generals became staples of a well-organized and unusually 
gendered Indonesian and Western propaganda campaign aimed at whipping 
up public frenzy in support of attacks on the PKI, and they became staples 
of U.S. reporting on the September 30th Movement and its aftermath for 
years after.!® The descriptions, however, were deliberate fabrications—the 
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official autopsies conducted on the bodies immediately after they were ex- 
humed showed no signs of torture.!” 

Sukarno realized that the political forces unleashed on October 1 posed a 
threat to his rule, and he immediately sought to bring the army to heel. The 
president was also anxious to shield the air force—his strongest military 
ally—from the army’s wrath and to prevent a crackdown on the PKI that 
might upend the delicate balance of power. In radio addresses Sukarno ap- 
pealed for calm, denied air force involvement in the movement, and warned 
“we must remain on guard so that the Army and Air Force are not pitted 
against each other with beneficial results for the Nekolim and others.” 
Suharto and other army leaders, however, were determined to use the mur- 
der of the generals to move against the PKI and seize power, and in this task 
they had willing allies both locally and abroad. “Regardless of whether the 
Army really believes that the PKI was solely responsible,” the CIA later re- 
ported, “it is presenting this as the case and is acting accordingly.”*’ Army 
leaders quickly contacted anti-Communist groups, including Muslim orga- 
nizations that had been mobilizing for months to counter the PKI in Java 
and Sumatra, and urged them into action. On October 2 KOTT’s political 
chief, Brigadier General Sutjipto, called a meeting of anti-Communist lead- 
ers, who formed the Action Front to Crush the Thirtieth of September 
Movement (KAP-Gestapu). Two days later KAP-Gestapu held its first rally 
denouncing the PKI and Chairman Aidit. The Armed Forces Day parade 
planned for October 5 instead turned into a massive funeral march for the 
slain generals, punctuated by calls for revenge against the PKI. Sukarno was 
as conspicuous by his absence as Marshall Green was by his presence near the 
front of the reviewing stand—the U.S. ambassador was “much impressed,” 
according to British ambassador Gilchrist, at the American training the slain 
generals had received.” 

Army leaders also reestablished contact with the U.S. embassy, thereafter 
maintaining frequent, often daily communications.”? In Washington, offi- 
cials assembled an ad hoc Indonesia working group, recognizing that a ma- 
jor opportunity to crush the PKI was at hand but fearing the army might not 
go all the way.’* “This is a critical time for the Army,” George Ball told 
columnist James Reston. “If the Army does move they have strength to wipe 
up earth with PKI and if they don’t they may not have another chance.””’ 
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The British embassy likewise complained that the army might “be letting 
this opportunity slip through their fingers as Sukarno attempts to exercise 
restraint.”*° Because no Western intelligence agencies were arguing that PKI 
involvement in the September 30th Movement extended to the rank and file, 
one can only conclude that the greatest fear of the U.S. and other govern- 
ments was that the army might refrain from mass violence against the party’s 
unarmed members and supporters, who by all accounts were unaware of and 
uninvolved in the movement. Andrew Gilchrist called for “early and care- 
fully [planned] propaganda and psywar activity to exacerbate internal strife” 
and ensure “the destruction and putting to flight of the PKI by the Indone- 
sian Army.” “It’s now or never,” Marshall Green cabled Washington.?’ 

The immediate dilemma facing the Johnson administration was how best 
to encourage the army to such violence. The State Department was under- 
standably wary of overt U.S. assistance to the military, fearing that disclosure 
of any aid would prove embarrassing and play into the hands of Sukarno and 
the PKI, undermining its longer-term goals. George Ball warned the embassy 
in Jakarta to “exercise extreme caution in our contacts with the Army.”?8 
Green shared the State Department's concern, recommending that the United 
States hold off on aid but quietly assure Suharto and Nasution of Washing- 
ton’s readiness to covertly assist if needed. In the meantime the ambassador 
urged clandestine propaganda efforts to “spread the story of the PK1’s guilt, 
treachery and brutality” as the “most needed immediate assistance we can 
give army.””° 

‘The United States and Britain were well positioned to provide such help. 
As early as 1963 the British had set up shop in Singapore for agents from the 
IRD. There they worked with army psychological warfare officers conduct- 
ing “black propaganda operations” against Indonesia in an attempt to under- 
mine its ability to wage Konfrontasi.*° Norman Reddaway, the British coordi- 
nator of political warfare against Indonesia, who had been slated to arrive in 
Singapore in November, was instead rushed to his post on October 15 to 
take advantage of the changed circumstances in Jakarta.*! By the time Red- 
daway arrived in Singapore, the Indonesian army had complete control over 
print media and radio and was, according to Australia’s Ministry for External 
Affairs, “using its control . . . to discredit the PKI and limit the president’s 
field of action by manipulation of public opinion.”?? Over the next two weeks 
a sophisticated, multinational propaganda operation unfolded. Reddaway and 
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USS. officials received regular updates from intelligence officials and the U.S. 
embassy in Jakarta as well as, apparently, from listening in on the radio 
broadcasts of Indonesian military units. They would then distribute “strictly 
unattributable” news conforming to British and American propaganda aims 
to the Singapore Straits Times, the Daily Telegraph, the Observer, and the Daily 
Mail and to Western journalists who had been kicked out of Jakarta and were 
reporting from Bangkok, Hong Kong, or Singapore.** In their articles the 
reporters would cite “western sources” or “sources in Bangkok” who were 
among the few people with hard information on what was happening inside 
Indonesia.** Other press materials were doctored to make them appear as 
though they had originated in the Philippines or Pakistan. The Voice of 
America and the State Department duly circulated stories “playing up bru- 
tality of Sept. 30 rebels” from the army-controlled newspapers Angkatan 
Bersendjata and Berita Yudba—the only newspapers publishing in Jakarta for 
the first week in October—amplifying the army’s own propaganda activities 
for international consumption.*? 

Major networks such as ABC expressed interest in exploiting the “film 
and tape possibilities” of the generals’ exhumation and funerals. The army’s 
propaganda themes and calls for destroying the PKI were “the sort of thing 
which interests the Americans,” the British embassy in Washington wrote 
the Foreign Office. The Foreign Office instructed officials in Phoenix Park, 
headquarters of the British Far Eastern Command in Singapore, to “not ex- 
clude any unattributable propaganda or psywar activities” that might help 
the anti-PKI campaign, including a list of “suitable propaganda themes” 
similar to those recommended at the same time by the U.S. embassy in 
Jakarta.*° Near the end of December Reddaway proudly surveyed his hand- 
iwork for the Foreign Office, noting that the Indonesian army’s own propa- 
ganda often contained information drawn from printed IRD materials and 
that “anything which we here can have carried by a newspaper will find its 
way quickly into Indonesia.”2” Although it is unclear just how much British 
and U.S. officials kept Australian intelligence and Foreign Ministry officials 
apprised of their covert operations, Australian media coverage and propa- 
ganda themes mirrored those of their Anglo-American colleagues.** 

USS. officials were particularly interested in linking the September 30th 
plotters to Beijing. They helped to spread stories about China’s alleged in- 
volvement and reported on caches of weapons purportedly “discovered” by 
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the Indonesian army with the hammer and sickle conveniently stamped on 
them. “We have bonanza chance to nail chicoms on disastrous events in In- 
donesia,” Green wrote the State Department. He urged a “continuation [of] 
covert propaganda” as one of the “best means of spreading [the] idea of 
chicom complicity,” an allegation still being put forth by former U.S. offi- 
cials forty years later.*” Such efforts, intended or not, also encouraged attacks 
against Indonesia’s indigenous Chinese minority and businessmen. Army lead- 
ers were actually worried by the strident tone of British and U.S. efforts and 
urged the U.S. embassy “not to unduly emphasize that [it] is seeking revenge,” 
arguing that the military had its “hands full restoring order and stability with- 
out creating [the] impression it [is] going to massacre Communists.”*° 

What Nasution and Suharto did want were assurances that British forces 
would not attack in Borneo or North Sumatra if they diverted combat units 
from those areas to go after the PKI and dissident army units in Central 
Java.! The U.S. embassy was reluctant to offer assurances about British 
goals, which included both destroying the PKI and crippling the army’s abil- 
ity to wage Konfrontasi.*” Whitehall was likewise worried about taking any ac- 
tion that might strengthen the military while attacks against Malaysia contin- 
ued, because both British and U.S. intelligence concluded that the army was 
likely to continue with Konfrontasi.* In a top secret message from Whitehall 
to the embassy in Washington, the Foreign Office noted the “conflict of 
aims in trying to build up the Generals against the PKI and bargaining with 
them over an end to Confrontation.” British officials in both London and 
Jakarta worried that the White House might actually be willing to allow 
Konfrontasi to continue in the interests of bolstering the Indonesian army and 
forcing them to retain a strong military presence in Southeast Asia. But after 
consulting with Washington, the Foreign Office admitted that the army’s 
short-term predicament outweighed London’s and offered the needed assur- 
ances, noting that Suharto and other army leaders’ positions on Malaysia 
would “continue to be our acid test for discriminating between one Indone- 
sian faction and another.”** 

Over the next few weeks the army swiftly consolidated its gains and en- 
couraged anti-Communist and religious groups to move against the PKI 
while building a public case that the party represented a mortal alien threat to 
Indonesian society, a cancer to be cut out of the body politic. (When asked 
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later by the Pakistani military attaché—a man respected for his excellent in- 
telligence ties—how he could engage in the close killing of unarmed civilians, 
an Indonesian military interrogator said he considered it “a duty to extermi- 
nate what he called ‘less than animals.’”) The CIA reported that senior Indo- 
nesian generals met after the funeral for the slain generals and agreed to im- 
plement plans to “crush the PKI.”* Three days later KAP-Gestapu held a 
second rally in Jakarta, this one drawing tens of thousands, after which pro- 
testors sacked and burned the PKT’s new headquarters. Signs and graffiti de- 
claring “Ganjang PKI’ (Hang the PKI) and “Hang Aidit” sprang up around 
the city. On October 10, Suharto established the Operations Command for 
the Restoration of Order and Security KOPKAMTIB), which he used to 
launch a massive purge of the government apparatus and arrest thousands of 
PKI activists in Jakarta. 

Meanwhile, Ali Murtopo, chief of the Indonesian Army Special Opera- 
tions Command (OSPUS), expanded the army’s own propaganda operations. 
Sordid accounts and photos of the generals’ murder and alleged mutilation 
circulated throughout the country, and army newspapers reported the dis- 
covery of PKI death lists, mass graves, and documents detailing the party’s 
purported plans for the annihilation of its opponents. Sukarno railed publicly 
and privately against the army campaign, telling a gathering of military offi- 
cers and journalists at Bogor Palace in November, “Over and over it’s the 
same thing. . . . It’s always Gestapu, Gestapu, Gestapu, Gestapu, Gestapu, 
razors, razors, razors, razors, razors, a grave for a thousand people, a grave for 
a thousand people, a grave for a thousand people, electric chair, electric chair, 
electric chair—over and over again, the same thing!” One scholar of the 
post—coup attempt massacres has concluded that “in the highly charged at- 
mosphere of the time these ‘revelations’ were sufficient to make the party in 
general appear to be a demonic force whose destruction would be a service to 
the nation.”*” Although we still lack access to many of the relevant classified 
U.S. and British materials, it is highly likely that a key element of U.S. and 
British covert operations in this period involved the creation of such “black” 
propaganda inside Indonesia itself.** 

With the exception of Medan, where KOSTRAD forces under the com- 
mand of Brigadier General Kemal Idris immediately began slaughtering al- 
leged PKI members—mainly rubber plantation workers—on a large scale 
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after October 1, Suharto appears initially to have issued few direct orders for 
military commanders in the provinces to take specific actions against the 
party.” The army was far from monolithic, and in significant swaths of Cen- 
tral and East Java local commanders remained loyal to Sukarno, and some 
initially were even sympathetic to the September 30th Movement. But the 
OSPUS propaganda campaign, encouragement of KAP-Gestapu actions, 
and public statements by Suharto sent clear signals of the new leadership’s 
intention to move violently against the PKI. When local army units hesi- 
tated or Suharto judged local officers insufficiently anti-Communist, he 
purged them and sent loyal RPKAD units to organize the killings, often 
working through local civilian forces. In East Java members of the NU 
(Nahdlatul Ulama) youth wing Ansor led attacks on PKI members and Chi- 
nese businessmen, with the first mass killings reported in mid-October. In 
Aceh, Muslim leaders again took the lead, initiating “what amounted to a 
holy war of extermination” in early October against PKI members and often 
their extended families, killing thousands over the next two months and re- 
portedly wiping out entire villages.°° 

On October 13 Dean Rusk cabled Jakarta that the time had come “to give 
some indication to military of our attitudes toward recent and current devel- 
opments.” The army’s campaign against the PKI was picking up steam, and 
“if [the] army’s willingness to follow though against the PKI is in any way 
contingent upon or subject to influence by U.S., we do not wish [to] miss 
opportunity for U.S. action.”*! The State Department still had great reser- 
vations about substantially aiding the army, because it was not yet clear who 
was in charge or what the army’s longer-range intentions were. Moreover, 
Sukarno still wielded substantial authority and commanded the loyalty of sig- 
nificant elements of the military. The risks of revelation with covert aid were 
great, and the administration considered it “essential not [to] give Subandrio 
and PKI citable evidence that U.S. supports Army against Sukarno.” 

The next day, Sukarno was forced to name General Suharto commander 
of the armed forces. Most army leaders were anxious to avoid confronting 
Sukarno and hoped that he would bow to political realities and condemn the 
PKI and the September 30th Movement. The Great Leader’s persistent re- 
fusal to do so deeply frustrated the army, prompting some to call for his 
overthrow.® “There are now two power centers in Indonesia, and not one,” 
the embassy cabled Foggy Bottom. It was important to let the army know 
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which side the United States was on. (The Indonesian army, for its part, 
thought it was dealing with three power centers: the State Department, the 
Pentagon, and the CIA.)** General Nasution provided an opportunity when 
his aide approached Marshall Green to request portable communications 
equipment for use by the Army High Command. It was just the sort of re- 
quest the embassy could easily—and discreetly—meet, the State Depart- 
ment noted with approval, observing that the army was still keen to hide 
U.S. support and that “for [the] short run our assistance to them would 
probably have to be on covert or semi-covert basis related [to] specific, 


”55 The move toward covert U.S. assistance for the In- 


small, ad hoc needs. 
donesian military signaled Washington’s tacit withdrawal of recognition of 
Sukarno as the legitimate leader of Indonesia. 

Other countries had the same idea, especially Japan and West Germany. 
Late in October, in response to Indonesian army overtures, the Japanese 
Foreign Ministry shifted its support from Sukarno to Suharto and began 
making quiet preparations to covertly channel rice and textile assistance 
through the army.** Japanese ambassador Saito told Marshall Green that the 
time had come “for other countries to do something extra in the field of eco- 
nomic assistance for Indonesia,” suggesting that Washington discreetly fi- 
nance economic assistance through third parties. He later explained to British 
officials that “An Army dominated government is so much better than any 
other prospect that we cannot allow it to be ruined in public esteem by an 
accumulation of public misery in the form of a rice famine.”*” The Japanese 
embassy apparently also cooperated with its American and British counter- 
parts in spreading unattributable propaganda about the PKI. Johnson ad- 
ministration officials emphasized the need to establish a “close liaison with 
Japanese,” because Tokyo was the “only major free world country able to ex- 
ert substantial influence in Indonesia.”°* 

‘The embassy’s political reporting during these weeks wavered between 
optimism at every indication of Sukarno and the PKI’s decline and anxiety at 
every suggestion that the army might blow its opportunity to exterminate 
Communism in Indonesia and deal Sukarno a fatal blow in the process. The 
CIA warned in early October of the danger that the army might only “settle 
for action against those directly involved in the murder of the generals and 
permit Sukarno to get much of his power back,” a concern shared by the 
Foreign Office. A few weeks later Green fretted that the army “seems to be 
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moving toward a ‘political settlement’” and might “hush up evidence of 
[Sukarno’s] involvement in September 30” in order to preserve national 
unity, perhaps to the point of permitting a rehabilitated Communist Party to 
reemerge.” The army’s destruction of the PKI, the ambassador cabled 
Washington, “will not be successful unless it is willing to attack communism 
as such,” which meant going after Sukarno and the entire PKI apparatus, in- 
cluding unarmed rank-and-file members and affiliates. Despite his worries, 
Green observed that the army “has nevertheless been working hard at de- 
stroying PKI and I, for one, have increasing respect for its determination 


and organization in carrying out this crucial assignment.” 


The Post-September 30 Massacres and the U.S. Response 


USS. officials initially thought that the struggle against Sukarno and the PKI 
would be bitter and protracted. But evidence reaching the embassy in Jakarta 
by the end of October indicated that the army was moving decisively to 
break the back of the PKI and defying or ignoring President Sukarno’s ef- 
forts to restrain it. Local military commanders were taking the initiative to 
ban the PKI and its affiliates, whereas weak PKI branches simply dissolved in 
a desperate attempt to stave off annihilation. Only a month after the murder 
of the generals, the PKI had been banned or dissolved in almost all of Java 
and Sulawesi, and despite his maneuvering, cajoling, and threats, Sukarno 
was proving unable to shield his political allies from attack.®! The army was 
especially keen to get Subandrio (whom the political correspondent of the 
army newspaper Berita Yudha described to Australian embassy officials in 
Jakarta as “a bastard who will get what’s coming to him”), in part because it 
could not challenge Sukarno directly. In late October army leaders con- 
vinced the president to remove Subandrio from his position as foreign min- 
ister, later placing him under house arrest when he attempted to leave the 
country.” 

As the welcome returns on the army’s campaign against the PKI poured 
in, Marshall Green’s anxiety dissipated and he prodded Foggy Bottom to 
“explore [the] possibility of short-term one shot aid on covert, non-attribut- 
able basis” as a sign of U.S. support.% The State Department replied with a 
lengthy assessment approved by Dean Rusk. The PKI was “in headlong re- 
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treat in [the] face [of] mass attacks encouraged by Army,” which was “already 
making top policy decisions independently of Sukarno and is more and more 
acting as a de facto government.” Moreover, as Indonesia’s economic and 
political crisis deepened, the military would have to turn to the West for as- 
sistance, with the United States and Japan in particular poised to help. The 
army would need food, raw materials, access to credit, and “small weapons 
and equipment . . . to deal with the PKI.” As a result, “the next few days, 
weeks, and months may offer unprecedented opportunities for us to begin to 
influence people and events, as the military begin to understand problems 
and dilemmas in which they find themselves.” This meant, in the short 
run, signaling to army leaders the need to halt Konfrontasi, cease political at- 
tacks against U.S. policy, and end the harassment of U.S. oil companies.” 

At the end of October, White House officials established an interagency 
working group to plan for covert aid to the Indonesian military to meet its 
needs in fighting the PKI. Many initial reports reaching the embassy couched 
PKI resistance to Muslim and army-led attacks as the opening salvos of a pos- 
sible guerrilla campaign. Although in most regions the PKI—which had 
never organized itself for armed struggle—was unprepared for the attacks 
against it, the party was putting up stiff resistance in Central Java. A few days 
before the working group met, the embassy received “multiple reports of in- 
creasing insecurity and bloodshed in Central Java, particularly around Solo, 
Semarang and Jogja.” Later reports told of fierce clashes between PKI youth 
and Ansor members, with dozens of casualties on both sides.*”’ On October 
18 Suharto authorized the deployment of several RPKAD battalions under 
the command of Lieutenant Colonel Edhie to the provincial capital of Se- 
marang in Central Java, after which mass killings of PKI supporters com- 
menced. Shortly after, the commander of the Central Java military area de- 
clared a state of war. 

The Indonesia working group instructed the embassy to inventory the 
army’s needs for waging war against the PKI. The most pressing need was 
for tactical communications equipment for both army headquarters and field 
units, which the working group thought the administration should provide 
covertly through a third country, such as Thailand, using untraceable exist- 
ing stocks rather than attempting to resume MAP shipments. In late Octo- 
ber a CIA communications specialist traveled to Jakarta to consult with the 
embassy and conduct an on-site investigation of the army’s needs. Iwo days 
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after the working group met, General Sukendro made the first high-level 
approach to the embassy, requesting rice, communications equipment, med- 
icines, and small arms. Ambassador Green recommended that the adminis- 
tration move forward with assistance, noting approvingly that the army was 
“moving relentlessly to exterminate the PKI.” 

Washington agreed, but the administration was split over whether to tie 
the provision of short-term covert aid to larger questions concerning rela- 
tions with Jakarta. White House and Pentagon officials thought that the 
United States should attach no strings to covert aid, arguing “it is important 
to assure the Army of our full support of its efforts to crush the PKI.” The 
State Department disagreed, arguing that now was the time to open up a 
broader political dialogue with Suharto and Nasution and to make clear that 
Washington expected Indonesia to reverse course on policies inimical to 
USS. interests as a condition of aid.”” A few days later Francis Galbraith met 
with Nasution’s contact for a discussion along these lines. Although the 
United States was “generally sympathetic with and admiring of what [the] 
army [is] doing,” Galbraith said, serious disagreements between the two 
countries remained, especially with regard to U.S. oil interests, which if not 
resolved could preclude the extension of aid.”! 

‘The White House and the CIA still worried about the risks of exposure 
as they moved to covertly aid the army, which they had functionally recog- 
nized as Indonesia’s new government, in overthrowing Sukarno and de- 
stroying the PKI.” The administration set up contact with General Suk- 
endro (who had studied at the University of Pittsburgh and was one of the 
CIAs highest level contacts in the army) and a designated liaison in Bangkok, 
with whom it discussed the army’s requests for communications equipment, 
small arms, and other supplies totaling more than $1 million. Sukendro cut 
short a visit to Beijing and stopped by the CIA station in Bangkok upon 
hearing of the September 30th Movement, before returning to Jakarta.” 
‘The 303 Committee approved the provision of medical supplies on Novem- 
ber 5 and established covert mechanisms for delivery, which began two 
weeks later. The White House also authorized the CIA station in Bangkok 
to provide small arms to Sukendro in order to “arm Muslim and nationalist 
youth in Central Java for use against the PKI.” The CIA was not yet con- 
vinced of the army’s need for the weapons and was anxious about its ability to 
control the use and distribution of arms, which were being given to poorly 


SEPTEMBER 30TH MOVEMENT 187 


trained Muslim militias and student groups, such as the Indonesian Student 
Action Front (KAMD), and thus was at risk of exposure. But it concluded that 
“these risks . .. must be weighed against the greater risk that failure to pro- 
vide such aid which the Army claims it needs” would weaken Washington’s 
influence down the road.”* 

The 303 Committee met again two weeks later to discuss the army’s “ur- 
gent need for communications equipment.” Suharto and Nasution were ex- 
pressing grave concerns about their ability to communicate not just with re- 
gional military commanders in outlying provinces but with army leaders in 
Jakarta, hampering the coordination of anti-PKI military operations. To this 
end General Sukendro requested portable voice radios for the general staff 
in Jakarta; an army voice circuit linking Jakarta with military commands in 
Sumatra, Java, and Sulawesi; and tactical communications equipment for 
army units operating in Central Java.”> The embassy team in Jakarta recom- 
mended approval of Sukendro’s request as “critical” in the army’s struggle 
against Sukarno and the PKI and argued that the equipment’s importance 
“far outweighs [its] relatively minor cost.””° The 303 Committee approved 
the aid but urged that “extreme care” be taken to prevent disclosure of its 
origins, delaying delivery for several weeks. In early December the CIA lo- 
cated and purchased mobile antennae and the first installment of the radio 
equipment on a commercial basis, arranging for its covert delivery from 
Clark Air Force Base in the Philippines to KOSTRAD headquarters in 
Jakarta.”” According to the British embassy in Washington, the transaction— 
which Ambassador Gilchrist estimated was worth nearly $1 million—was 
“so covert that it is not intended to show up in Congress at all.”’° CIA tech- 
nicians trained army communications officers and tuned their radios to fre- 
quencies known in advance by the National Security Agency (NSA). After- 
ward the NSA monitored army transmissions, providing U.S. intelligence 
officials with detailed information about army operations, including specific 
orders to kill individual PKI members.” 

The Johnson administration’s decisions to extend aid were made after it 
had become clear that the United States would be directly assisting the army, 
Muslim organizations, student groups, and other anti-Communist forces in 
a campaign of mass murder against unarmed civilians—alleged members of 
the PKI and its affiliate organizations. Moreover, U.S. officials knew and ex- 
pected that the covert assistance they provided would further this campaign. 
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Army contacts informed the embassy that 150 PKI members had been exe- 
cuted in Jakarta during the first week of October alone by forces under the 
leadership of West Java military commander General Adjie and that firing 
squads had been formed elsewhere for this purpose.*° At the end of October 
reports reached the embassy of mass attacks against PKI supporters in East, 
Central, and West Java. A U.S. military adviser just returned from Bandung 
reported that villagers were “clearing out PKI members and affiliates and 
turning them over to Army” for arrest or execution.*! 

The day before the 303 Committee approved the shipment of medicines 
to the army, the embassy cabled the State Department that RPKAD forces 
in Central Java under Edhie’s command were “providing Muslim youth with 
training and arms and ‘will keep them out in front’ against PKI.” While 
army leaders arrested higher-level PKI leaders for interrogation, “smaller 
fry” were “being systematically arrested and jailed or executed.”* In North 
Sumatra and Aceh a few days later, “IP-KI [sic] Youth Organization [the 
Ikatan Pendukung Kemerdekaan Indonesia, or League of Upholders of In- 
donesian Independence, was an army-affiliated party], and other anti-Com 
elements” were engaged in a “systematic drive to destroy PKI... with whole- 
sale killings reported”; the “specific message” from the army “is that it is 
seeking to ‘finish off’ the PKI.”®? On November 13 police information chief 
Colonel Budi Juwono reported that “from 50-100 PKI members are being 
killed every night in east and central Java by civilian anti-Communist groups 
with blessing of Army.” ‘Three days later “bloodthirsty” Pemuda Pantyjasila 
members informed the consulate in Medan that the organization “intends to 
kill every PKI member they can get their hands on.” Other sources told the 
consulate that “much indiscriminate killing is taking place.” Consular offi- 
cials concluded that, even accounting for exaggerations, a “real reign of ter- 
ror” was taking place.** The CIA reported late in the month that former PKI 
members in Central Java were being “shot on sight by Army.” Missionaries 
in East Java told the consulate in Surabaya that 15,000 Communists had re- 
portedly been killed in the East Javanese city of Tulungagung alone. Again, 
even discounting for exaggerations, the consulate reported that a “wide- 
spread slaughter” was taking place.* An Indonesian intelligence officer in 
East Java described several mass killings of PKI activists and supporters in 
Kediri (where 300 peasant farmers were killed, apparently by mistake), Wates 
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(1,200 killed), and Ponggok (about 300 killed), with “many of those being 
killed . . . followers who do not know much.”* It was still November. 

The U.S. response to mass murder in Indonesia was enthusiastic—and in- 
structive. Former U.S. officials such as CIA station chief Hugh Tovar (whose 
delight at the killings is exceeded only by the tendentiousness of his account 
of the U.S. role) and some historians have argued that Washington was either 
unaware of the killings when covert aid began or was “taken aback . . . by the 
violence of the purge.”*’ Both claims are patently false. They ignore volu- 
minous contemporary accounts of the slaughter that were reaching the U.S. 
and other embassies and the crucial fact that Washington continued its as- 
sistance long after it was clear that mass killings were taking place and in the 
expectation that U.S. aid would contribute to this end. Nota single U.S. of- 
ficial, however, ever expressed concern in public or private about the slaugh- 
ter, although even cursory readers of the U.S. press understood what was 
happening.** “Our policy was silence,” Walt Rostow later wrote President 
Johnson, a good thing “in light of the wholesale killings that have accompa- 
nied the transition” from Sukarno to Suharto.* In fact, Washington was so 
effusive in its support for Suharto and his allies that army officials told the 
embassy “to lay off praising it” for fear of tarnishing their nationalist creden- 
tials, a point British officials also made.*° The CIA argued that “we should 
avoid being too cynical about [the army’s] motives and its self interest, or too 
hesitant about the propriety of extending . . . assistance provided we can do so 
covertly” and without being embarrassed. “No one cared,” recalled Howard 
Federspiel, the State Department’s INR staffer for Indonesia in 1965, “as 
long as they were Communists, that they were being butchered.””! 

‘The United States and Britain were hardly alone in this disgraceful per- 
formance. Thailand offered rice on the condition that the army destroy both 
the PKI and Sukarno. The Soviet Union, while denouncing the slaughter in 
Indonesia, continued to ship weapons in an effort to maintain proper rela- 
tions with the military and further undermine Chinese influence, “letting it 
be known to the Generals that if it comes down to a choice between the PKI 
or no PKI, the USSR would prefer the latter.” (Nasution, still suspicious of 
the United States, remained on friendly terms with the USSR, a stance that 
may help to explain Suharto’s increasing marginalization of him as he forged 
closer ties with Washington.) Before long, Soviet officials were privately 
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blaming the September 30th Movement and the destruction of the PKI on 
Chinese-inspired adventurism, having long since abandoned the party to 
its fate.” 

At the height of the massacres the Johnson administration continued to 
extend covert assistance directly to the forces carrying out the killings, appar- 
ently including small arms delivered to the army through the CIA station in 
Bangkok.” In early December the State Department also approved a covert 
payment of 50 million rupiah to finance the activities of KAP-Gestapu. Mar- 
shall Green noted approvingly that KAP-Gestapu’s activities “have been an 
important factor in the Army’s program,” especially in Central Java, where it 
was leading the attack on the PKI. The ambassador considered the risks of 
revelation in this case to be “as minimal as any black bag operation can be.””* 
Harry Kern, stalwart of the Japan lobby, set up a meeting between embassy 
officials and associates of former Japanese prime minister Kishi to discuss 
funneling additional U.S. assistance through Japanese intermediaries.” At 
about this time General Achmad, the newly appointed chief of KOTT’s eco- 
nomic staff, told military attaché Willis Ethel that he estimated that more 
than 100,000 people had been killed in North Sumatra and East and Central 
Java alone. If accurate, Ethel noted, this meant that “far more communists 
have been killed in Indonesia over past two months than even in Vietnam.” 

‘The embassy also turned over lists identifying thousands of PKI leaders 
and cadres to Indonesian army intermediaries.”’ For several years U.S. offi- 
cials had considered the Indonesian army’s intelligence gathering on the PKI 
to be woefully inadequate, especially at the local level. Marshall Green ca- 
bled the State Department in 1966 that Indonesian authorities still “seem to 
lack even the simplest information on PKI leadership.”** Political officer 
Robert Martens and CIA analysts in the embassy compiled the lists, using 
published sources, to create detailed profiles of the PKI and its affiliate or- 
ganizations from the national leadership down to regional, provincial, and 
local cadres. Martens handed the lists to Tirta Kentjana Adhyatman, an aide 
to Adam Malik who in turn passed them on to Suharto, who used them to 
track down PKI members for arrest and execution.” Embassy officials sub- 
sequently denied that they had drawn up assassination lists, as did the major 
media in numerous exculpatory articles. But the embassy’s actions were hardly 
without precedent. In both Guatemala and Iraq the CIA turned over similar 
lists of Communists, government officials, and others “to eliminate immedi- 
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ately in event of [a] successful anti-Communist coup,” going so far as to 
compile how-to manuals on political assassination.!” 

‘The postcoup massacres in Indonesia varied widely according to regional 
circumstances, as numerous local studies have shown, although much re- 
search remains to be done.!”! In East Java and North Sumatra, for example, 
fragmentary evidence suggests that local Muslim groups might have launched 
the first attacks against PKI supporters, encouraged and often assisted by lo- 
cal army units acting with relative caution until reinforcements arrived from 
Jakarta. In Central Java and Bali arriving RPKAD forces initiated the mas- 
sacres when they arrived in early December, first hastily arming and training 
Muslim youth and other anti-Communist groups and then conducting vil- 
lage sweeps in which local PKI members were identified and either arrested 
or executed. This was close killing, often conducted with bamboo spears, 
machetes, or army-supplied weapons against one’s neighbors. In the village 
of Pasuruan in East Java, a British engineer named Ross ‘Taylor who was 
working at the Gratit Cotton Spinning Factory described the massacres of 
workers at the nearby Nebritex textile factory. Using lists of known or sus- 
pected members of the PKI, the trade union SOBSI, or PKI-affiliated 
groups, the local army commander placed victims in one of five categories, 
killing those in the first three and arresting the rest. Taylor estimated that 
2,000 people had been killed in the vicinity of the factory since late Novem- 
ber, with army units working from the main roads and radiating outward.'” 

The most intense killings generally took place where the PKI and its af- 
filiates were strongest and where PKI activities, particularly in the area of 
land reform and labor activism, posed the greatest threat to existing social 
relations. As one scholar of the postcoup massacres put it, “The PKI was at- 
tacked because it proposed a full-scale restructuring of Indonesian society 
and in doing so had already created its own victims amongst those it saw as 
the beneficiaries and upholders of the established social order.”!” The army’s 
opposition to the PKI was, the CIA noted, “far more complicated than sim- 
ple anti-communism.” This was a war of position—army leaders viewed 
their campaign to eliminate the PKI leadership and destroy its infrastructure 
in strategic terms, as “a power struggle, not an ideological struggle,” with a 
rival power center in Indonesia that posed the chief obstacle to their vision 
of military-led modernization. The British consul at Medan framed the 
army-PKI struggle in Sumatra over control of local ports and rubber and tin 
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estates as one “for the commanding heights of the Indonesian economy” and 
for the foreign exchange reserves and access to resources that such control 
conveyed. Not surprisingly, the tin and rubber estates in Northern Sumatra 
were the scene of some of the bloodiest attacks against PKI supporters, with 
the army “arresting, converting or otherwise disposing of some 3,000 PKI 
members a week.”!** The army, however, had to balance its desire to elimi- 
nate the PKI as a political force with its eventual need to restore political sta- 
bility. By mid-December army leaders were expressing concern that the in- 
discriminate nature of the slaughter might exacerbate the breakdown in state 
power and unleash “monster[s] largely of its own creation,” such as political 
Islam and the student movement that could emerge as rival power centers 
and complicate the consolidation of their rule.'®> Unevenly, the army began 
taking steps to bring the killings more directly under their control, although 
the murder of PKI supporters and prisoners continued on a smaller scale 
well into 1966. 

“The savagery and scale of the killings” in Indonesia, the Australian em- 
bassy observed in 1966, “is probably unique.”!© Estimates of the death toll 
from the massacres vary widely, ranging from the 78,000 cited by Sukarno in 
December 1965, well before the killings had ended, to 1 million, the con- 
clusion of a survey conducted by “university graduates” at the behest of 
KOPKAMTIB in 1966. At least 1 million more were arrested, with many 
tens of thousands kept in prison well into the 1970s.'°’ U.S. and British offi- 
cials were certainly aware by early 1966 that hundreds of thousands had 
been killed. In mid-January, armed forces liaison Colonel Stamboul told 
British military attachés attending a briefing at army headquarters that half 
a million people had been killed. Australian officials claimed to have an In- 
donesian police report putting the death toll “in Bali alone at 28,000.”!% 
Ambassador Gilchrist told Marshall Green a month later he thought the to- 
tal toll was closer to 400,000, a figure that the Swedish ambassador found 
“quite incredible” and a serious underestimate based on his recent travels in 
the countryside.’ Walt Rostow cited even lower figures of 300,000 dead in 
briefings for President Johnson."° Journalist Stanley Karnow, after a tour of 
Central and East Java and Bali, told political consul Edward Masters that 
press estimates based on Western diplomatic sources were “way too low” 
and that he thought 400,000 a minimum figure. Appropriately, Masters had 
just met with an assistant to Adam Malik—who also thought U.S.-cited fig- 
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ures of 300,000 were far too conservative—to discuss “the desirability of 
downplaying the extent of the carnage,” remarking that “we believe it wiser to 
err on the side of lower estimates, especially when questioned by the press.”!"! 

General Suharto and the Indonesian army must bear primary responsi- 
bility for the slaughter following the September 30th Movement, in addition 
to the NU, PNI, and other civilian groups that made up the bulk of the civil- 
ian militias engaged in the killings. Although the roots of the massacres lay 
in long-standing local grievances against the PKI, as Harold Crouch and 
other scholars have concluded, “the huge scale of the massacre was possible 
only because of the encouragement given by the army.”!!” The extermina- 
tion of the PKI was a military campaign, planned and directed by the armed 
forces to clear away the chief barrier to its own ascension to power. The 
killings did not, as the U.S. embassy, Western journalists, and many Indone- 
sia scholars argued, stem from “that strange Malay streak, that inner, fren- 
zied blood-lust” rooted in pathologies of Indonesian culture that produced 
“a kind of mass running amok.”! 

Perpetrators of mass violence in the twentieth century, however, usually 
have accomplices, and the passive or direct involvement of external powers. 
The killings in Indonesia were no different. Indonesia’s international sup- 
porters could have pressured it to limit the scope and scale of the violence— 
had they considered it in their interests to do so. The United States, how- 
ever, viewed the wholesale annihilation of the PKI and its civilian backers as 
an indispensable prerequisite to Indonesia’s reintegration into the regional 
political economy, the ascendance of a military modernizing regime, and the 
crippling or overthrow of Sukarno. Indeed, Washington did everything in its 
power to encourage and facilitate the army-led massacre of alleged PKI 
members, and U.S. officials worried only that the killing of the party’s un- 
armed supporters might not go far enough, permitting Sukarno to return to 
power and frustrate the administration’s emerging plans for a post-Sukarno 
Indonesia.'!* This was efficacious terror, an essential building block of the 
neoliberal policies that the West would attempt to impose on Indonesia af- 
ter Sukarno’s ouster. U.S. officials have always denied that Washington of- 
fered meaningful covert assistance to the army as it carried out these killings 
and have ignored the question of covert operations before September 30 
entirely.!!* Many scholars of U.S.-Indonesian relations, lacking access to 
significant CIA materials, have largely accepted this interpretation.''® But 
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declassification of just a fraction of the CIA’ records demonstrates that the 
agency’s covert operations in Indonesia were more widespread and insidious 
than previously acknowledged. These records also reveal that the Johnson ad- 
ministration was a direct and willing accomplice to one of the great bloodbaths 
of twentieth-century history—the Cold War equivalent of aiding and abetting 
the Hutu genocide in Rwanda. The performance of Washington’s allies in 
London and Tokyo, and its adversaries in Moscow for that matter, was hardly 
less disgraceful, with each maneuvering for advantage amid the carnage. The 
major media did their part as well, crudely cheering the “boiling bloodbath” in 
Indonesia as “the West’s best news for years in Asia.” The last word might be 
left to C. L. Sulzburger of the New York Times, who observed approvingly with 
the crude yet unremarkable racism of the day that “the killing attained a vol- 


ume impressive even in violent Asia, where life is cheap.”!"” 


The Price of Aid 


The Johnson administration remained deeply ambivalent about the Indone- 
sian military even as it cooperated with the army to annihilate the PKT and 
seize control of the country. This ambivalence stemmed partly from the army’s 
oft-wavering stance on removing President Sukarno and his supporters from 
power and partly from concern that they would resist Western demands for 
a restructuring of Indonesia’s economy and foreign policy. Suharto recog- 
nized that Sukarno still commanded broad civilian and military support and 
was content to chip away at his power gradually rather than risk a frontal as- 
sault that might lead to civil war or undermine the legitimacy of military 
rule. Had Sukarno been willing to condemn or ban the PKI, accept a purge 
of September 30th Movement supporters, and tack toward the military, 
Suharto and other army leaders might have been forced to seek an accom- 
modation allowing him to remain president with diminished authority, al- 
most certainly reducing the death toll among low-level PKI supporters. But 
Sukarno’s obstinacy on all counts alienated the military, Muslim groups, and 
restive students, and Indonesia’s continued economic crisis eroded his re- 
maining support and made Suharto’s slow-motion coup against him easier. 

Officials in Washington, London, Canberra, and other capitals were aghast 
at the prospects of any accommodation and insisted that the military must 
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not only destroy the PKI but also get rid of Sukarno and his supporters. The 
U.S. embassy fretted that the army was “not yet willing to really challenge 
Sukarno and will continue to make concessions to preserve unity.”!’® Mar- 
shall Green pressed the State Department to explore the “possibility of 
breaking up or restructuring of Indo state and courses of action open to us 
under varying conditions” should Sukarno reverse the army’s gains.'!? A 
month later, Green suggested that the indiscriminate slaughter of PKI sup- 
porters and Suharto’s strengthened internal position had mitigated the need 
for such planning. U.S., British, Australian, and New Zealand officials at- 
tending an ANZUS meeting agreed that “a radically new situation in Indo- 
nesia is developing”; they decided that for the time being “a policy of delib- 
erately attempting to dismember Indonesia should be excluded.” But so long 
as Sukarno remained in power, it would be difficult, if not impossible, for the 
United States to resume substantial assistance.'° 

More important, as David Cuthell reminded William Bundy, the army 
was “still strongly nationalistic and crushing the PKI won’t change this.”!”! 
U.S. officials anticipated that relations with Jakarta were unlikely to improve 
in the short run even if Sukarno were removed from the scene, because the 
armed forces had their own institutional interests to protect. They also rec- 
ognized, however, that the army desperately needed foreign aid, investment, 
and capital to consolidate its power and address the country’s economic cri- 
sis, giving the United States and the international community more gener- 
ally substantial leverage. Although reluctant to push too hard too fast, the 
Johnson administration was determined to use this leverage to press for ba- 
sic changes in the country’s foreign and economic policies as they helped the 
armed forces ascend to power, changes they expected the military to resist. 

Within forty-eight hours of the coup attempt, McGeorge Bundy and 
Walt Rostow outlined for George Ball the army’s need for short-term credit 
and commodity assistance if it took power. Washington’s help in supplying 
this “critically needed margin of resources” could have a big payoff, they 
wrote, and they urged Ball to develop detailed contingency plans with these 
considerations in mind.!”? A week later the generals began approaching the 
U.S. and other Western embassies, beginning with West Germany, seeking 
assistance in procuring weapons, spare parts, cotton, rice, and other supplies. 
“People we haven’t heard from in years, including PSI and PRRI-Permesta 
[supporters], are coming out of woodwork,” Green cabled Washington. Many 
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of these officers, whom George Ball derisively termed the “international 
fast-buck fraternity,” were “given fishing licenses by Suharto” as a form of 
patronage and sent in search of aid “to see if anything sticks.”!?> By late Oc- 
tober they were approaching prominent Texas cotton brokers, including 
heavyweights such as former assistant secretary of state Will Clayton and as- 
sociates of right-wing oil billionaire H. L. Hunt, pressing them to apply for 
export licenses and guarantees for worthless Bank of Indonesia letters of 
credit so they could export cotton to Indonesia.'* 

Others came seeking rice. As hyperinflation wiped out the rupiah’s value, 
farmers began hoarding their crops, causing shortages and skyrocketing 
prices in the midst of above average harvests. General Sukendro, concerned 
about the political implications of rice shortages, quickly bought 70,000 tons 
from Thailand and injected it into the market. But army leaders still worried 
about how to bring prices under control, especially when they lacked access 
to foreign exchange. The provision of even rice aid carried risks. Australian 
and New Zealand Foreign Ministry officials, who like others acknowledged 
Indonesia’s need for “political” rice, worried that pro-Communist forces 
would use any Western assistance to attack the nationalist credentials of the 
armed forces.'** When KOTI economic head General Achmad alerted the 
Pentagon and U.S. Navy to the Indonesian army’s desire for the covert de- 
livery of 50,000 tons of rice, the White House dismissed the request as a 
“practical impossibility.” State Department officials argued that the United 
States “should be in no hurry to get such aid, and when we do there should 
be definite strings attached to it.” They instructed the embassy to rebuff 
such approaches until Nasution or Suharto sent direct word and provided 
some concrete indication of the army’s future political and economic plans.!”° 
Through his aide Nasution sent similarly cautious signals.!”” 

Although it was too early to resume overt aid, it was not too early to be- 
gin making plans. As covert aid began to flow and the massacre of PKI sup- 
porters commenced, Washington began detailed discussions with the em- 
bassy and its allies to clarify the conditions under which they might resume 
economic assistance to Indonesia and the broader policy goals to which aid 
would be tied.!?8 At quadripartite talks held in London in early December, 
USS., British, Australian, and New Zealand officials agreed on the need to 
refrain from aiding Indonesia until the military’s broad intentions were 
clearer. The administration needs to “begin letting [the army] know what 
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the U.S. expects . . . in return for assistance,” Dean Rusk wrote.'”? The out- 
lines of U.S. thinking were falling into place, to be endlessly reiterated in the 
coming months. Merely smashing the PKI was not enough. Sukarno would 
have to go, Konfrontasi would have to end, and attacks on U.S. policy and in- 
vestments would have to cease before significant aid would be resumed. 
Once resumed, aid would be tied to Indonesia’s willingness “to tackle some 
of the structural problems which have prevented economic development”; 
aid would also be directly linked to U.S.- and IMF-approved economic plans 
and would be disbursed on a multilateral basis, preferably with the Japanese 
taking the lead.!°° 

USS. officials expressed repeated frustration that Suharto and other mili- 
tary officers wanted to put off these issues and “treat [the] aid question in 
isolation from [the] broader politico-economic context [of] U.S.-Indo rela- 
tions.” All army leaders seemed to want to know, as one group put it to Mar- 
shall Green, was “how much is it worth to us that PKI be smashed and trend 
here reversed, thereby saving big part [of Southeast Asia] from commu- 
nism?”!3! The U.S. frustration was misplaced. Australian embassy officials 
noted in mid-October that the army was already “seeking advice from the 
University of Indonesia’s Economic Faculty” about “putting order into the 
economy.”'*” Army leaders were reasonably clear about their strategy—to 
extort as much Western assistance as they could to consolidate their power 
while avoiding the conditions on aid that Washington hoped to impose as 
the price of support for military rule. As part of Washington’s efforts to open 
up a more wide-ranging dialogue with Indonesian officials, the embassy ap- 
proached civilians such as Adam Malik, who also bemoaned the army’s focus 
on short-term security issues, so much so that he began briefing Suharto’s 
mystics in an effort to broaden the general’s political thinking.!*? 

The position of U.S. oil companies in Indonesia was unquestionably the 
most important of these broader concerns.!** Just before the coup attempt, 
U.S. officials learned that Sukarno had instructed Third Deputy Prime Min- 
ister Chaerul Saleh to complete the management takeover of U.S. oil compa- 
nies and accelerate the purchase of their refining assets by the end of the year. 
At the end of October Stanvac and Caltex officials reported that the govern- 
ment’s position had not changed.'*> The U.S. mission recognized that the 
army could ill-afford to take actions that suggested it was turning to the West, 
and Suharto’s ally, Ibnu Sutowo—then battling Chaerul Saleh for control of 
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oil policy—planned to push ahead with nationalization. It would “take time to 
develop [a] meaningful dialogue on oil matters with [the] Army,” the embassy 
concluded, and applying pressure carried real political risks.'3° 

But the risks of inaction were even greater, and time was short. Stanvac ex- 
ecutives told the State Department that the company was backed into a corner 
and was considering pulling out if negotiations failed, charging Indonesia with 
expropriation and bringing into effect the Hickenlooper amendment. “This 
would be a disaster and destroy chances of being able [to] aid Indo Army,” 
Dean Rusk wrote the embassy, instructing Marshall Green to do “anything 
which can be done to get into heads of new Indo leadership” the dire conse- 
quences of forcing the oil companies out.!?’” The problem, as the embassy in- 
delicately put it, was that “even most anti-communist Army leadership are 
strongly imbued with [the] conviction that Indonesians must control their 
own natural resources” and have “control over [their] own affairs.”!* 

USS. officials bluntly and repeatedly warned the emerging Indonesian 
leadership that Washington’s support and their grip on power were at stake. 
‘These extraordinary overtures occurred at the very moment the Johnson ad- 
ministration was providing whatever assistance it could to facilitate the 
slaughter of PKI supporters and suggest how inseparable the wider position 
of foreign capital was in the White House’s considerations. The Indonesian 
army was not yet in control and was “especially short of financing,” Gal- 
braith told General Nasution’s aide in early November. A precipitous move 
against the oil companies would “profoundly affect both U.S.-Indo future 
relations and [the] Indo economic situation,” crippling not just the economy 
but also the armed forces.'° Backing off from the nationalization of oil re- 
fining capacity, on the other hand, would “permit companies to give all-out 
support to Army’s and the country’s needs”—that is, to channel desperately 
needed resources away from Sukarno to Suharto and the generals.'*” After a 
month of such warnings the embassy reported that the Supreme Operations 
Command (KOTI) and Generals Nasution and Suharto had the situation 
“very much in mind.” Ibnu Sutowo, however, continued to insist that Indo- 
nesia might go ahead with nationalization, and the CIA reported that Per- 
mina officials had traveled to Hong Kong to explore distribution possi- 
bilities, such as the chartering of foreign tankers, in the event of Caltex’s 
nationalization. Ibnu Sutowo and the army are “working together on this,” 
Marshall Green observed."! 
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On December g Sutowo presented Julius Tahija of Caltex with a proposal 
for the sale of Caltex’s remaining assets and the immediate transfer of man- 
agement authority to the Indonesian government. Indonesia “appears to be 
determined to get control of foreign holdings by one means or another,” 
George Ball wrote President Johnson. Again, the State Department instructed 
Green to warn Jakarta that its actions would make it impossible to resume 
aid and repair U.S.-Indonesian relations and would lead to a cutoff of for- 
eign exchange earnings, the halting of production, and the destruction of the 
economy.!” The White House apparently convinced Australian and Japan- 
ese officials to intervene as well. Julius Tahija told army leaders that Australia 
and Japan had also decided to refuse future aid if Indonesia took over the oil 
companies.'# The Johnson administration’s blunt threats had their intended 
effect. On December 16 a group of high-level Indonesian officials met to 
discuss a proposal by Chaerul Saleh concerning the takeover of Caltex and 
Stanvac. As the meeting got under way, Suharto arrived dramatically by he- 
licopter, strode into the room, and “made it crystal clear to all assembled 
that [the] military would not stand for precipitous moves against oil compa- 
nies.” He then turned around and walked out. Chaerul Saleh tabled the pro- 
posal.!* The oil companies would continue their often bitter negotiations with 
the Indonesian government through the spring of 1966, but a major crisis 
had been averted. Aside from demonstrating the extraordinary leverage that 
the United States held over Indonesia when the Johnson administration chose 
to exercise it, this episode highlights the broader economic concerns through 
which Washington filtered its considerations of Indonesia’s future, even at 
the moment of the army’s greatest political vulnerability. 


Sukarno: Resurgence and Decline 


By the beginning of 1966, the CIA concluded, Indonesia had reached a “major 
turning point in its history. The era of Sukarno’s dominance has ended.” The 
PKI was destroyed, and its leaders had been arrested, killed, or driven into hid- 


‘45 "The army had substantially reduced Sukarno’s power, forcing the reor- 


ing. 
ganization of the Supreme Operations Command (KOTI) into a three-person 
triumvirate composed of General Nasution, Sultan Hamengku Buwono, gov- 


ernor of Yogyakarta, and Information Minister Ruslan Abdulgani, a Sukarno 


200 sEPTEMBER 30TH MOVEMENT 


holdover. Subandrio was effectively stripped of his power, and his intelli- 
gence service, the BPI (Biro Pusat Intelijen, Indonesian Intelligence Bu- 
reau), had been disbanded. Suharto announced that trials would soon begin 
for high-ranking officials who had allegedly been involved in the September 
30th Movement, offering new opportunities to publicly undercut Sukarno. 
And as the intensity of anti-American demonstrations, public rhetoric, ban- 
ners, and billboards momentarily ebbed, embassy contacts began resurfacing 
in greater numbers, mainly to ask for aid. 

Although Sukarno’s power had waned considerably since September 30, 
the president was still a formidable political opponent commanding sub- 
stantial support, and the army remained reluctant to force a decisive con- 
frontation, much to the dismay of U.S. officials. On December 18, at the 
conclusion of the KOTI meeting that led to its reorganization, Sukarno re- 
fused to ban the PKI or to meet other demands put to him by Nasution, 
making it clear that he was “not going to concede one inch.”!* Nasution 
backed down, emboldening the president and disillusioning Sukarno’s civil- 
ian opponents, especially student groups such as KAMI, which launched a 
series of army-backed demonstrations against price hikes, culminating in a 
massive protest at Bogor Palace on January 15. The British embassy com- 
plained that despite their support for the student protests, the generals 
“seem reluctant to take over the direct administration of the country.” An of- 
ficial in the Joint Malaysian/Indonesian Department of the Foreign Office 
wrote that “the military administration is governing most of the country, so 
far as it is being governed at all, but they have not yet taken a grip on foreign 
or economic policy. In fact, there are indications that they may be trying to 
pin responsibility for extricating Indonesia from its economic and foreign 
policy difficulties on the parallel civilian administration.”!*” Marshall Green 
appreciated the army’s reasoning in continuing to chip away at Sukarno’s 
power but considered the chances fifty-fifty that the president would still 
outflank his opponents, concluding that “U.S. capabilities to shape events 
are very slight.”!*8 

So long as the political stalemate between Sukarno and the army contin- 
ued, the Johnson administration was reluctant to consider resuming aid, 
fearing it would merely reinforce Sukarno and discourage the army from 
making tough choices about Indonesia’s future policies.!*? Emergency aid 
would come “when the time is right,” Marshall Green told Helmi, the North 
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American head of Indonesia’s Foreign Office, after he was approached with 
a request for emergency shipments of rice and cloth. Other Indonesian gen- 
erals approached the governments of Japan and Thailand with similar re- 
quests. Back at the White House Robert Komer grew frustrated with the 
State Department’s caution, which he thought was spooking Germany and 
Japan from resuming aid as well.'° 

Sensing the army’s caution and confident that Suharto would not move 
directly against him, Sukarno went on the political offensive. On January 11 
the president expelled all U.S. correspondents from Indonesia. Four days 
later, as thousands of KAMI members demonstrated outside, he held a cab- 
inet meeting in which he angrily denounced student protestors and called on 
his supporters to gather themselves into Barisan Sukarno (Sukarno’s ranks) to 
defend the president, prompting scores of groups to enlist their support and 
hold rallies across Java. Suharto and other army leaders, momentarily thrown 
off balance, declared their loyalty to Sukarno while simultaneously scurrying 
to dilute the Barisan Sukarno by banning them or bringing them under their 
control.!*! In early February Sukarno countered Suharto’s earlier reorgani- 
zation of KOTI by changing the command’s mandate and limiting its au- 
thority to Konfrontasi against Malaysia. As the army prepared to open the 
first special military tribunal (Mabmillub) against PKI politburo member 
Njono, Sukarno gave an inflammatory speech to a National Front rally in 
which he praised the PKI’s contribution to the Indonesian revolution and re- 
iterated his call for the formation of Barisan Sukarno, throwing down a direct 
challenge to Suharto and his allies. 

Johnson administration officials worried that Sukarno was poised to re- 
verse many of the army’s gains and that Suharto through his caution had 
“bought unity at the expense of further action.” Indonesia faced a “virtual 
paralysis of administration,” the CIA reported, “with two distinct power 
centers, neither of which has the ability to impose its will on the other.”!** So 
what, if anything, could the administration do to resolve the stalemate in the 
army’s favor? In mid-February Marshall Green returned to Washington to 
meet with the president and other top officials in an attempt to answer this 
question. Robert Komer urged President Johnson to consider “giving a bit 
more quiet support” to army leaders as a means of helping them blunt 
Sukarno’s political offensive, specifically by underwriting rice purchases, a 


position backed by Averell Harriman and Vice President Humphrey.'? 
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Dean Rusk, on the other hand, was unconvinced that the army’s situation 
was so dire and determined to tie rice and other assistance to a broad pack- 
age of political and economic reforms, beginning with Konfrontasi and the 
treatment of U.S. oil companies. Marshall Green urged that the United 
States “maintain a low profile and preserve its options.” Johnson was non- 
committal and seemingly uninterested, ending the meeting by saying he 
would let Green decide when and how to resume aid.'** 

President Sukarno’s efforts to recoup his power culminated on February 21, 
1966, when he announced a major cabinet reshuffle aimed at rolling back the 
army’s gains. General Nasution, Vice Admiral Martadinata, and eight other 
anti-PKI cabinet members were dismissed and replaced by Sukarno loyalists, 
several of whom the embassy judged as pro-PKI. The next day Sukarno 
stripped KOTI of most of its duties and renamed it the Crush Malaysia 
Command (KOGAM), although it remained formally under Suharto’s con- 
trol. U.S. officials worried about the army’s public silence and especially 
about General Nasution’s acceptance of the decision. Unless the army re- 
sisted Sukarno’s actions, McGeorge Bundy wrote President Johnson, the 
cabinet purge would reverse the military’s political gains since October and 
restore Sukarno to full power. There was little that the United States could 
do publicly, although U.S. and British covert propaganda efforts aimed at 
undermining Sukarno and the PKI continued. Foreign reporters bluntly 
complained to U.S. officials in Singapore that British operatives “are plant- 
ing stories apparently designed to increase pressure on Suharto to remove 
Sukarno.” The fabrications were so outrageous, however, that correspon- 
dents thought they had no choice but to report them, prompting the U.S. 
embassy to ask “if tacit complicity in this U.K. psywar is in our interests.”!° 

Sukarno’s dramatic defiance of the army and his continued defense of the 
PKI and September 30th Movement participants had convinced many army 
leaders that he must be confronted more directly. The challenge for 
Suharto was to “reject the cabinet changes without taking action that would 
force members of the Armed forces to choose” between him and the presi- 
dent.!*’ Suharto responded by authorizing KOSTRAD commander Kemal 
Idris, RPKAD commander Sarwo Edhie, and OSPUS chief Ali Murtopo to 
encourage the resumption of student protests. Once Sukarno realized that 
he could not control or halt the demonstrations, Suharto calculated, he 
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would be forced to turn to the army to restore order, providing it with a 
“pretext for declaring martial law and reversing Sukarno’s decisions.”1** 

‘Two days after Sukarno’s announcement, the Indonesian Student Action 
Front held a large and rowdy demonstration in Jakarta, demanding the ban- 
ning of the PKI, the dismissal of Subandrio, and a reduction of prices for ba- 
sic goods. Meanwhile, PNI demonstrators supporting Sukarno attacked the 
U.S. embassy across town, breaking windows and burning several cars. On 
February 24, students surrounded the presidential palace in an attempt to 
prevent the newly installed cabinet from meeting, letting the air out of the 
tires of all the cars in the area and forcing the ministers to fly in by helicopter. 
Inside, Sukarno angrily denounced the protestors. When the demonstrators 
attempted to storm police lines, Sukarno’s Cakrabirawa guard opened fire, 
killing a university student and a high school girl and giving the student 
movement its first martyrs. The next day a massive funeral procession for 
Arief Rachman Hakim, the slain university student, snaked its way through 
the capital. Sukarno responded by banning demonstrations and dissolving 
KAMI. Hydralike, two new organizations sprung up to replace it, the Indo- 
nesian Student and Youth Action Front (KAPPI) and Laksar Arief Rachman 
Hakim. KAMI moved its offices from the University of Indonesia campus to 
KOSTRAD command headquarters, and the demonstrations continued. 

As the student protests resumed, the Indonesian economy hovered on the 
brink of collapse. In mid-January Indonesia notified Washington and other 
governments that it was defaulting on its commercial loans, crossing “the 
great divide,” as the embassy put it, and “completing the ruin of its inter- 
national credit standing.”'*? Spiraling inflation had already forced Chaerul 
Saleh and General Ibnu Sutowo to drastically raise the price of basic com- 
modities and public services, prompting the first major student protests 
against the nascent New Order. Now army leaders sought to distance them- 
selves from Sukarno’s economic policies, permitting the Indonesian govern- 
ment to “stew in its own juices” until economic crisis gave the generals “ade- 
quate reason for taking full control early in the New Year.” General Nasution 
sent word to the U.S. and other embassies that they “should give no rpt no 
econ assistance to Indonesia, including to [the] Indonesian Army.”!© 

Far from simply dissociating themselves from Sukarno’s economic poli- 
cies, however, army leaders actively sought to promote Indonesia’s economic 
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collapse by diverting funds from the government and Central Bank to create 
a parallel government.!®! Just as important, the U.S. and British governments 
recognized and approved of what was happening—the creation of an army- 
controlled state within a state. The consulate in Medan reported that army 
commanders in Northern Sumatra “are collecting large sums of money from 
merchants, rice and rubber millers and cigarette makers in what amounts to 
virtual protection payments,” using the funds to supply their units and to pay 
for the upkeep of tens of thousands of PKI prisoners.'” In early February 
General Suharto and Ibnu Sutowo told Julius Tahija of Caltex that the mili- 
tary “desperately needed funds” to import basic commodities and supplies 
for its own needs—in other words, a separate budget and independent sources 
of income. Suharto and Sutowo instructed Caltex to immediately begin pay- 
ing the Indonesian government’s 60 percent share of oil revenues “into an 
unnamed bank account in Holland rather than to the Indonesian central 
bank.” Plantation Minister Frans Seda made similar arrangements with Good- 
year and U.S. Rubber to divert their revenues from the Central Bank and ex- 
plored doing so for tin as well. “Indonesia’s need for foreign exchange,” 
David Cuthell wrote approvingly, “is now a greater influence than the GOI’s 
desire to nationalize.”! The diversion of Indonesia’s three largest sources of 
foreign exchange was a mortal blow to Sukarno’s rule, effectively stripping 
the government of access to hard currency. As Indonesia’s economy hovered 
on the verge of collapse and austerity loomed, the army was securing for it- 
self the resources needed to continue repressing the PKI, maintain the loy- 
alty of its soldiers, and demonstrate the powerlessness of the Sukarno gov- 
ernment to feed and clothe the populace. U.S. and British officials clearly 
saw what was happening, and, as they had at every stage since early October, 
tacitly or directly encouraged the army’s gradual seizure of state power. 
Meanwhile, as a rising tide of student protest swept Jakarta, Suharto and 
other army leaders prepared to move against Sukarno. Sarwo Edhie and Ke- 
mal Idris proposed to keep student groups out front and in the streets, hop- 
ing to simultaneously create disorder in the capital and keep the students 
from moving before the army was ready. Embassy officials admired the 
courage and discipline of the young students acting at the army’s behest but 
complained that “KAMI-KAPPI. . . demonstrations are unlikely to bring 
Sukarno down, lacking active support of a hesitant army.”!“ Despite the grow- 
ing threat to public order and his own rule, Sukarno appeared confident to 


SEPTEMBER 30TH MOVEMENT 205 


the last that he could outmaneuver his opponents. Hoping once again to 
force civilian and military leaders to declare their loyalty to him, the presi- 
dent called a series of meetings with various political forces from March 9 to 
March 11. U.S. officials, army leaders, student organizations, and the presi- 
dent’s allies all recognized that the weekend might be a turning point. The 
day before the meetings began, thousands of KAPPI supporters stormed the 
Foreign Ministry building demanding the dismissal and arrest of Subandrio. 
Coup rumors swept the capital. “The situation is explosive,” the embassy re- 
ported, “with [the] Army prepared to move at any time.”!® 

‘Three days later Sukarno convened a cabinet meeting at the presidential 
palace, as student demonstrators again deflated car tires throughout the area, 
forcing cabinet members to arrive by helicopter and, in one case, by bicycle. 
As the meeting got under way, KOSTRAD troops under the command of 
Sarwo Edhie and Kemal Idris—their trademark red berets and insignia re- 
moved—took up positions outside. A Sukarno aide entered to inform him 
that unknown troops had surrounded the building, prompting the president, 
Subandrio, and Chaerul Saleh to immediately leave the meeting and flee by 
helicopter to the presidential palace at Bogor. Suharto sent several loyal gen- 
erals to inform Sukarno that the armed forces chief could bring the situation 
under control if only the president would empower him. After tense negoti- 
ations President Sukarno signed a letter, later known as the Supersemar, os- 
tensibly ordering Suharto “to take all measures considered necessary to 
guarantee security” and restore order.!% 

Suharto quickly exploited his newly won powers, banning the PKI and its 
affiliates in Sukarno’s name and dealing the president’s authority “a shatter- 
ing blow.”!°’ Two days later Suharto gave a speech calling on the army to step 
up its campaign to “remove all traces” of the party. Newspapers and diplo- 
matic sources reported that the execution of PKI prisoners “continued on [a] 
systematic basis”; according to the embassy, KOSTRAD raiders in Bali were 
still “killing Communists like hell.”'® On March 18, as students protested 
and Sukarno refused to dismiss his new cabinet members, Suharto simply ar- 
rested more than a dozen of them. Although Sukarno remained president 
and continued to wield substantial, if declining, influence, power had deci- 
sively shifted to Suharto and his allies. 

Administration officials could scarcely hide their delight with what Mar- 
shall Green described as a “courteous constitutional coup” by “responsible 
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moderates,” who, as the State Department and CIA knew, were still execut- 
ing unarmed PKI supporters and had imprisoned tens of thousands in make- 
shift concentration camps. “Things are so much brighter in almost every 
way that I can hardly believe it is the same country,” CIA station chief Hugh 
‘Tovar gushed in a letter to RAND analyst Guy Pauker.!® “It is hard to over- 
estimate the potential significance of the Army’s apparent victory over 
Sukarno,” Robert Komer wrote President Johnson. But the administration 
had quick decisions to make. Army leaders would soon be approaching with 
requests for assistance in rescuing Indonesia’s shattered economy and con- 
solidating their power. How would Washington respond? Komer character- 
istically urged President Johnson to shore up Suharto by swiftly resuming 
U.S. assistance.!”” The State Department counseled caution. Aside from 
their shared commitment to destroying the PKI, U.S. and Indonesian inter- 
ests continued to diverge on a wide range of issues. The army had yet to sig- 
nal its intentions or demonstrate its commitment to the sort of far-reaching 
economic and political reforms that Washington and other Western powers 
considered vital to Jakarta’s rehabilitation.'”! As The Economist put it, “Even 
if the generals get their way, they will not have won,” for the challenge of 


consolidating their New Order was just beginning.'” 


CHAPTER 8 
Economists with Guns 


Washington Embraces the New Order 


Capitalists come back! 


—Editorial, The Economist, August 19, 1967 


It is almost impossible for a U.S. businessman who comes in contact with this 
vast area, and its people, not to feel a deep sense of involvement in the great 
economic and political experiment that is being played out there. 


—James H. Gross V, General Electric, Gallatin Special Report, December 1967 


The annihilation of the PKI and the steady diminution of Sukarno’s power 
shifted the terrain of U.S.-Indonesian relations. Having realized its most im- 
portant short-term goals—ending the threat to Western interests posed by 
Indonesian Communism and neutering Sukarno—Washington shifted its 
attention from anti-Communism to helping the Indonesian army consoli- 
date a “moderate, responsible, and economic minded regime” in Jakarta. For 
General Suharto and his military allies the most important tasks were primar- 
ily political: purging Sukarnoists from the government, ending Konfrontasi with 
Malaysia, continuing the attack against the remnants of the PKI, and solidify- 
ing the army’s hold on power. U.S. officials, on the other hand, contended that 
Indonesia’s crucial tasks were now primarily economic: resuming aid; rescu- 
ing, stabilizing, and rehabilitating the Indonesian economy; regaining the con- 
fidence of creditors and investors; and re-enmeshing Indonesia in webs of 
Western influence. Washington’s priorities in Indonesia starkly underlined the 
intimate connections between its anti-Communism and its broader political 
and economic concerns. 
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‘The Johnson administration was deeply reluctant to take the lead in this 
process, with the Vietnam War sharply constraining American options. It 
hoped instead to convince Japan and multilateral institutions such as the 
IMF to shoulder the political and economic burdens of dragging Indonesia 
“back into the real world,” as the State Department put it.! The Kennedy 
administration’s failed attempt to push an IMF stabilization package on In- 
donesia loomed large in the thinking of policymakers. “Even at the height of 
intimacy .. . in 1962-1963,” Marshall Green reminded Washington, “our 
influence on decision making here was never great. .. . It would be a mistake 
to over-estimate the leverage we may have now” should the United States 
again seek to direct Indonesian recovery.’ 

Administration officials also recognized, however, that only Washington 
possessed the power and credibility needed to mobilize the international com- 
munity behind a rescue and rehabilitation program large enough to meet In- 
donesia’s enormous needs. William P. Bundy recalls that President Johnson 
was determined that the United States should quietly do whatever it could 
to help Indonesia, having “very quickly grasped the inner meaning of what 
happened after 1965” (emphasis added). That’s a good phrase, capturing the 
unspoken assumptions about Indonesia’s place in the fabric of American 
hegemony and the opportunities that Sukarno’s ouster presented to the in- 
ternational community. Years of U.S. assistance to and training of the armed 
forces had generated intimate relationships and mutual respect but also ex- 
pectations among Indonesian military officers and technocrats that could 
only be ignored at Washington’s peril. As such, the United States had both 
greater responsibility and greater leverage than other countries to press the 
army to undertake the far-reaching economic reforms it considered essential 
to Indonesia’s recovery, and thus it was the United States that should help 
cobble together the military-technocratic alliance it expected to dominate 
the political and economic landscape. In this task U.S. officials sought to nur- 
ture and protect their strongest allies, civilians such as Adam Malik and the 
economists at the University of Indonesia, who emerged as Suharto’s key ad- 
visers and the leading advocates of economic stabilization and market-oriented 
reform. 

As the Johnson administration began underwriting the Suharto regime, it 
once again cast its task in the discourse of military modernization. The ap- 
pointment of Walt Rostow as national security adviser in April 1966 ensured 
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that the new regime, which took its legitimacy from its publicly professed 
desire for modernization, would receive a sympathetic hearing at the White 
House.* Washington rationalized Indonesia’s authoritarianism as “the right 
mixture” for the country at its stage of development and army rule as the 
midwife of political stability and economic development.’ By annihilating 
the PKI and cementing its hold on power, the military had cleared away a 
basic obstacle to the harsh measures that Washington saw as necessary for 
economic recovery and to the armed forces’ emergence as Indonesia’s domi- 
nant political force. But U.S. ambitions were initially less grand than in 
1962-1963, a caution dictated by the dramatic deterioration of the Indone- 
sian economy in the intervening years, a changed foreign aid climate, and 
recognition of Washington’s limited leverage in the face of its massive eco- 
nomic and military commitment to Vietnam. The Johnson administration’s 
more limited strategy for Indonesia’s modernization correspondingly empha- 
sized working with U.S. allies to spread the burden of aid. Washington pro- 
moted the IMF, the World Bank, and the Asian Development Bank (ABD) as 
partners in Indonesian stabilization and development, deemphasizing public 
assistance, and maximizing the role of private investment and self-help. U.S. 
officials still hoped, however, that they could return to the long-term—and 
now multilateral—challenge of setting Jakarta on the road to modernization. 


Rescue 


In the weeks following Sukarno’s transfer of power to Suharto, Johnson ad- 
ministration officials cautiously appraised the political and economic land- 
scape and mulled over the resumption of assistance. The State Department 
was in no hurry, arguing that “U.S. help depends on some showing that a 
constructive Indonesian government is establishing itself firmly in power, 
desiring to pull [the] country out of its present economic shambles.”° The 
resumption of aid raised a host of tactical questions, especially with Con- 
gress, as well as broader strategic questions about the kind of regime likely 
to emerge in Jakarta and how U.S. assistance could maximize the pressure 
for economic (if not political) liberalization. 

‘The administration had begun considering these questions on October 2, 
when McGeorge Bundy and Walt Rostow encouraged George Ball to begin 
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planning for the resumption of U.S. aid.’ The task fell to the State Depart- 
ment’s Policy Planning Council, which over the next five months drafted a 
lengthy and detailed contingency plan.* The Council plan, representing the 
broad consensus in Washington, was circulated just as Sukarno transferred 
power to Suharto and offered an unusually incisive analysis of U.S. assis- 
tance possibilities and the Suharto regime’s prospects. 

U.S. policy options, the Council argued, were constrained not just by the 
depth of Indonesia’s economic decay but also by the pervasive corruption that 
characterized political and economic life. The Indonesian state was “truly a 
clientele state,” an oligarchic system structured since independence to serve 
elite interests while “the welfare of the masses has been grossly neglected.” 
The elite groups that dominated government (politicians, civil servants, the 
military, and businessmen), of which the military was by far the most power- 
ful, viewed the budget not as a tool for advancing the national interest but as 
a means of personal enrichment.’ This was not going to change in the wake 
of Sukarno’s ouster—corruption and nepotism were too deeply embedded in 
the social structure of the Indonesian state. The best Washington could do 
was “learn to live with these features of the system, and, if possible, use them 
to get our own goals achieved.”!” 

From this perspective the ideal scenario would be a government domi- 
nated by “modernizers,” such as Adam Malik, who would drag the country 
away from statism and toward economic liberalism. This highly unlikely 
outcome, however, would require a cultural revolution and the adoption of 
attitudes wholly alien to Indonesia. The most likely scenario was a mixed 
state-market economy and a clientelistic regime dominated by the army in 
which the modernizers were permitted to shape economic policy—that is, a 
military modernizing regime.'! Over time, the Council suggested, external 
aid could be used as a lever to press for greater economic liberalization, as 
Washington was attempting to do in Latin America. Gone were the opti- 
mistic assessments of the possibilities for democratic development that in- 
formed U.S. policy during the 1950s. Given the alternatives, Washington 
had an “active political interest” in supporting a military-dominated govern- 
ment in Jakarta.” 

In the short run the White House thought it should focus on providing 
basic commodities and spare parts and emphasize infrastructure rehabilita- 
tion. Rescue and rehabilitation of the Indonesian economy would of neces- 
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sity be an international effort “because of the large size and broad interna- 
tional scope of its debt and because of the heavy involvement of Indonesia in 
the international economy.” Given Washington’s limited resources, long-term 
aid would have to be organized under a multilateral umbrella, including the 
IMF and the International Bank for Reconstruction and Development 
(IBRD), preferably with Japan in the lead, although the United States would 
likely be the largest aid donor. Most important, the United States would avoid 
attempting to formulate comprehensive aid programs that exaggerated Wash- 
ington’s ability to spur Indonesian development. It would take a herculean ef- 
fort just to return the Indonesian economy to the level of 1963 when Kennedy 
administration officials last hewed to such visions. “We should have no pre- 
conceptions about constructing a plateau for economic take-off,” Marshall 
Green urged, reflecting Washington’s diminished ambitions.” 

The Policy Planning Council concluded that Washington should move 
cautiously because “gradual movement will make such leverage as we possess 
more effective . . . by increasing awareness that we, not they, are in the 
stronger bargaining position.” U.S. officials, however, also had to consider 
the global implications of their aid decisions for prospective client states in 
other parts of the world. If the United States refused or gave inadequate lev- 
els of aid to the army after its wholesale slaughter of PKI supporters and the 
ouster of Sukarno, it “could sow seeds of resentment which would bear bit- 
ter fruit for years to come,” carrying “unforgettable lessons for those who 
may be faced by similar internal political challenges in the future.”!* 

As Johnson administration officials met at the end of March to discuss the 
Policy Planning Council report, Sukarno announced the formation of a new 
six-member cabinet, with the triumvirate of Suharto (holding the positions of 
defense minister, army chief of staff, and KOTI chief of staff), Adam Malik 
(foreign minister), and the Sultan of Yogyakarta (in charge of economic af- 
fairs) wielding effective control.!° Adam Malik approached the U.S. embassy 
in Jakarta at the same time seeking “urgent help in procuring rice,” needed, 
he argued, to prevent looming shortfalls and ensure government stability. 
After months of recommending against the resumption of public assistance, 
Ambassador Green urged the administration to meet the request. The White 
House and Secretary of State Rusk immediately approved, but on hard 
terms that highlighted their continued caution. Congressional leaders, de- 
lighted at the turnaround in Jakarta, were uniformly supportive of the deal.!° 
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British officials, still on the lookout for signs that the new triumvirate was 
prepared to end Konfrontasi, worried that the White House was “determined 
to rush ahead with aid the moment they can get an official request on the 
record.” Two days later Japan announced it would provide rice and cotton 
aid worth $30 million.'’ 

The Johnson administration considered it particularly important for 
Japan to take a leading role in providing emergency aid for Jakarta and in or- 
ganizing the international community to tackle Indonesia’s mammoth debt 
crisis. Robert McMahon correctly argues that by this point Japanese eco- 
nomic recovery “figured far less prominently in U.S. thinking about South- 
east Asia,” with Tokyo posting some of the highest sustained growth rates in 
recorded history. But by 1965 the United States was much more concerned 
with enlisting Japan’s help in underwriting Asian development; Vietnam and 
congressional budget constraints forced Washington to shift its emphasis 
“to development assistance through advice, loans and help from the private 
sector, international agencies, and Japanese burden sharing, i.e. aid on the 
cheap.”'® U.S. officials still saw integration with Japan and the regional 
economy as the logical goal of Indonesian development and consequently 
desired that ‘Tokyo carve out a role commensurate with its interests. They 
observed that “the economies of Japan and Indonesia are complementary” 
and that Japan depended more than any other country on Indonesian raw 
materials, especially oil. Foreign Minister Miki accordingly announced in 
January that “Japan should play a leading role in constructing the Indonesian 
economy” and that Tokyo would give aid to Indonesia “a high priority” in its 
regional plans. The Economist observed approvingly that Japan, whose ex- 
ports to Indonesia rose 70 percent from 1965 to 1966, “sees trade and aid as 
its means of becoming the patron of a benign Asian co-prosperity sphere.” 
“Clearly the Japanese are being set up as our front men,” James Thomson 
wrote to Robert Komer, “and I suppose that makes sense.”!” 

Suharto and his advisers recognized the need to quickly secure interna- 
tional backing for the new regime, both to consolidate their power and to 
gain access to aid that could help rescue the economy and restore a modicum 
of stability, thereby preventing a leftist resurgence. As Marshall Green told 
President Johnson while in Washington, Indonesia had as yet “offered no 
signs of being willing to talk to creditors as a group or to demonstrate it is 
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prepared to tackle its problems in a rational manner to induce capital export- 
ing countries to be able to be of any assistance.” At every opportunity the em- 
bassy drove this point home to officials in Jakarta, making it clear that aid 
would march in tandem with Indonesia’s efforts to reverse Sukarno’s policies, 
restore its economic credibility, and stabilize the economy in accordance with 
policies approved by Western creditors and international institutions.”° 

In early April 1966 the emerging regime offered the first real signals of its 
intentions. In two widely reported speeches the Sultan of Yogyakarta admit- 
ted the failures of past economic policies and declared that Indonesia would 
rehabilitate its infrastructure, reform state enterprises, simplify the tax sys- 
tem, petition creditor nations to reschedule its debts, and welcome back for- 
eign investors.”! The State Department welcomed the sultan’s pronounce- 
ments—drafted with the help of University of Indonesia economists—but 
continued to express caution. “The basic fact is that [the] Indonesian econ- 
omy is in ruins and [the] central bank is bankrupt,” Dean Rusk wrote the 
embassy.” The sultan still did not even control government finances; Ibnu 
Sutowo and Frans Seda were still stashing foreign exchange receipts in over- 
seas bank accounts for the army’s private use and, according to the U.S. em- 
bassy in Jakarta, demanding kickbacks even on emergency rice aid. Indonesia 
needed to “commit itself publicly to rationalization of the economy and out- 
line to creditors some steps it proposes to take in this regard.”?? A month later 
the sultan dispatched a series of economic missions to Western capitals to re- 
quest debt rescheduling and new credit arrangements from the IMF and the 
World Bank. They were not impressed. Japanese treasury and trade ministry 
officials told their Australian counterparts that they were “appalled by the In- 
donesian aid presentation of their aid requests, their skimpy and faulty eco- 
nomic statistics, and their lack of a realistic economic plan.” Finance Minister 
Sumarno told embassy officials that Indonesia had $530 million in debt coming 
due in 1966 and would need at least a three-year moratorium on payments.”* 

In late May the embassies of creditor nations, with the notable exception 
of the Soviet Union, began informal discussions in Jakarta aimed at defining 
a common position on Indonesia’s debt crisis.”> Japanese and U.S. officials for 
months had discussed the need for some sort of international consortium, but 
Washington and Tokyo had split on the issue of whether debt renegotiations 
could proceed so long as Sukarno remained in power. Now with Sukarno’s 
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ouster the question was moot. Japanese foreign minister Nishiyama proposed 
to hold a preliminary meeting of creditor nations in Tokyo in July.”° The In- 
donesian Ministry of Finance hoped that the creditors might agree to a 
rescheduling of debt and arrange a series of bilateral deals then and there, but 
they were disappointed. The IMF mission, which had just left Jakarta after 
their first return visit, described Indonesia’s plight as “extremely unusual—a 
debt probably worse than any other case in recent history,” with more than 
half of it incurred for military equipment. Creditors agreed that debt negoti- 
ations must be multilateral and tied to a resumption of IMF stabilization 
measures. But decisions on a debt payments moratorium and rescheduling 
terms were put off until September.”’ 

As the Sultan of Yogyakarta declared Indonesia’s intention to address its 
deep-seated economic problems, Adam Malik began moving cautiously but 
decisively to roll back the legacy of Sukarno’s foreign policy. In early April 
he announced that Indonesia would return to a policy of “genuine non- 
alignment,” seek a peaceful solution to Konfrontasi, rejoin the U.N. and 
other international bodies, and welcome economic and financial assistance 
from other nations. Malik also quietly broadened discussions with British, 
Malaysian, and Philippine officials, initiated by Ali Murtopo in 1965, to end 
Konfrontasi.?* Officials in London and Kuala Lumpur expressed skepticism, 
citing Sukarno’s public insistence that Konfrontasi would continue. The Tunku 
told a Philippine negotiator that Malaysia saw “little hope [of] any settle- 
ment as long as Sukarno wields as much influence as he still does.” Marshall 
Green, however, was convinced that Indonesian officials were “genuinely 
searching for means to end Confrontation,” mainly because their access to 
U.S. and international aid depended on it.” 

Negotiations between Indonesian and Malaysian officials picked up steam 
in May 1966 after Malik and Suharto indicated that Indonesia would stop in- 
sisting on a referendum for the Borneo territories and would drop objections 
to the continued presence of British troops in Singapore.*® Malaysian foreign 
minister Ghazali suggested that Sabah and Sarawak might be given a chance 
to “reaffirm” the popular will in upcoming elections, so long as Jakarta ac- 
cepted it as a “foregone conclusion” that they would remain part of Malaysia 
(a useful precedent for West Irian). As part of what London frankly termed 
a buyout offer on Konfrontasi, the British government authorized the em- 
bassy in Jakarta to offer Indonesia £1 million in untied assistance as an in- 
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centive to move forward with negotiations.*! London’s motives were both 
strategic and pecuniary. Back in December, a high-ranking Foreign Office 
official had recommended to Prime Minister Harold Wilson that “if there is 
going to be a deal with Indonesia, as I think there will be, I think we ought 
to take an active part and try and secure a slice of the cake for ourselves,” es- 
pecially in light of the “great potential opportunities for British exporters” 
that a new government could be expected to provide.” 

At the end of May a high-level delegation of Indonesian military officials 
traveled to Kuala Lumpur to give official notice of their desire to wind down 
the conflict with Malaysia. Suharto and Nasution likewise emphasized in pub- 
lic statements that Konfrontasi would continue using “socio-political rather 
than physical tactics.”?? Immediately afterward, Adam Malik met Tun Razak 
in Bangkok, where after three days of contentious talks they emerged with 
the Bangkok Accord, pledging both countries to end Konfrontasi but leaving 
the details to later negotiations.** Malik told U.S. officials that a formal agree- 
ment would have to wait until after the next session of the MPRS (Madjelis 
Permusyawaratan Rakyat Sementara, or Provisional People’s Consultative 
Assembly) at the end of June, when Sukarno’s power would hopefully be fur- 
ther circumscribed. In the meantime there would be a “major effort” to edu- 
cate Sukarno, MPRS members, and recalcitrant military officials about the 
changed international situation.» 

‘The task was delicate. Indonesia could not simply abandon a policy that 
it had so vigorously pursued for three years without a serious loss of face, es- 
pecially with Sukarno still around, and military leaders insisted that Indone- 
sia’s credibility and dignity must be preserved in any agreement. Finally, on 
August 11, 1966, Indonesia and Malaysia signed the Bangkok Accord ending 
the conflict. The accord bound Malaysia to a “reaffirmation” of the will of 
the people in Sabah and Sarawak, called for the cessation of hostile acts be- 
tween the two countries, and restored diplomatic relations. The CIA noted 
ironically that the settlement would likely increase Indonesia’s influence over 
Malaysia because the last barrier to a reduction of the British presence in the 
region had now been removed.** The end of Konfrontasi also removed the last 
indigenous barrier to the pursuit of greater economic and political regional- 
ism. Almost a year to the day after the Bangkok Accord, on August 8, 1967, 
Indonesia, Malaysia, the Philippines, Thailand, and Singapore formed the 
Association of Southeast Asian Nations (ASEAN), an ostensibly neutralist 


216 ECONOMISTS WITH GUNS 


organization whose founders saw in increased regionalism a bulwark against 
growing Chinese power.*” 

As Suharto, Malik, and the Sultan of Yogyakarta demonstrated their com- 
mitment to rolling back Sukarnoism, the clamor grew for assistance to 
Jakarta. With U.S. rice shipments on the way, the focus now turned to cot- 
ton. Indonesian army officers had shrewdly approached high-profile Texas 
and Louisiana cotton brokers in late 1965 looking to cut deals, and now their 
appeals took on a life of their own. Former assistant secretary of state Will 
Clayton, Wall Street lawyer Max Kampelman, and other powerful Demo- 
crats stepped up their calls for cotton sales to Indonesia. Senator John Tower 
of ‘Texas, who in 1965 had introduced an amendment to ban aid to Jakarta 
entirely, now complained to Dean Rusk that while the administration was 
offering rice, cotton brokers from his state could not “get a letter of guaran- 
tee to finalize sale of 40,000 tons of cotton to Indonesia.”** 

‘Tower’s sudden conversion had less to do with his ideological support for 
the new regime in Jakarta than with his constituents: internationalist cotton 
brokers and independent midsize oil firms, both previously shut out of the 
Indonesian market but now anxious to secure a foothold with government 
help. He was not alone. In 1965 U.S. exports to Indonesia had declined to an 
all-time low of $41.5 million. The head of the American Indonesian Cham- 
ber of Commerce warned Secretary of State Rusk that Indonesian markets 
were “fast becoming eroded or lost to the competition of Japan or Europe 
where export financing and credit insurance facilities have been and are 
more liberal” than those being offered by Washington.*? Alone among the 
major powers, Japan had maintained good relations with both Sukarno and 
the new triumvirate despite a dramatic trade slowdown since October 1. 
Now Japanese firms also were urging the government to extend low-interest 
loans and other forms of aid to preserve or enlarge their market shares.* 
Even Vice President Humphrey (a close friend of Max Kampelman) inter- 
vened, complaining to Walt Rostow and President Johnson that “once again 
it appears that we’ll be letting the Japanese take a market away from us.”*! 

Indonesian officials made similar appeals to the U.S. embassy, stressing 
the urgency of increased rice and textile assistance if political stability was to 
be maintained. Army leaders were frustrated with the Johnson administra- 
tion’s leisurely pace in resuming aid, having expected more concrete signs of 
American gratitude for their destruction of the PKI and ouster of Sukarno. 
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When Marshall Green met with Suharto for the first time at the end of May 
1966, Suharto stressed that the “main danger the GOI faced is economic,” 
and he pleaded for more aid. The ambassador finally weighed in. The “best 
possible way to strengthen [the] triumvirate’s hand,” Green wrote Dean Rusk, 
would be to approve Indonesia’s request for 75,000 bales of cotton “as soon 
as possible” and on the “best possible terms.”” Two weeks later the White 
House approved the deal, worth more than $10 million.* 

In early June Walt Rostow outlined for President Johnson the challenges 
the administration would face in the coming months. The triumvirate was 
making incremental but steady progress toward economic recovery, seeking 
emergency aid from Japan and Germany, restoring control over foreign ex- 
change receipts, and slowing the inflation of basic commodity prices. Anti- 
American activity had ground to a halt. Soon, however, the United States 
would have to make basic decisions about further emergency aid, debt resched- 
uling, long-term assistance, and the resumption of limited military aid. This 
would require more extensive discussions with Congress and eventually a 
presidential determination, which Johnson had been putting off now for two 
years.* Slowly but surely Washington was moving publicly to embrace the 
New Order. Other governments, notably Britain, Japan, and Australia, were 
doing the same: quietly committing to the resumption of overt economic as- 
sistance, sniffing out commercial opportunities, and spelling out to Indone- 
sian officials their expectations of a transformation in Jakarta’s economic and 
foreign policy.* 

At the end of June the MPRS convened for the first time since September 
30 to ratify some of the dramatic changes that had taken place over the last 
eight months. The assembly confirmed Sukarno’s transfer of powers to Lt. 
General Suharto, selected General Nasution as head of the MPRS, and or- 
dered presidential elections by the end of 1968. MPRS delegates also de- 
manded that Sukarno provide a written explanation for his role in the events 
of September 30, an inconceivable request just months earlier. Political death 
by “a thousand cuts” was how Newsweek put it. However, the triumvirate still 
lacked the political strength to push through the Bangkok Accord over the 
objections of Sukarno loyalists in the Nahdlatul Ulama (NU) and the PNI. 
Malik delayed Indonesia’s official reentry into the U.N. for similar reasons.” 

Of far greater significance was the composition of the new cabinet. Malik 
predicted a “serious trial of strength” between Suharto and Sukarno, whom 
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the MPRS had charged with the cabinet’s formation, and was determined to 
ensure the dominance of ministers committed to economic recovery and an 
end to Konfrontasi. A Sukarnoist cabinet would almost certainly preclude the 
resumption of U.S. aid and assistance in debt rescheduling, undermining 
Suharto’s chances of success.*” After acrimonious negotiations the new Am- 
pera Cabinet (Cabinet of the People’s Suffering) was named on July 25. The 
State Department’s Bureau of Intelligence and Research (INR) concluded 
that this “cabinet of technicians,” removed entirely from Sukarno’s day-to- 
day control, represented a “major step in [the] campaign to ease President 
Sukarno out of effective power.” Suharto’s economic advisers, however, 
thought that his choices for numerous slots had “compromised [the] chances 
for an effective approach to economic problems” in order to secure Sukarno’s 
acquiescence, complaining that the generals had “no basic interest in eco- 
nomic affairs.”** 


The Technocrats 


Washington had good reason to heed these concerns. The fate of Suharto’s 
economic advisers was central to the Johnson administration’s emerging 
plans for a post-Sukarno Indonesia and to the vision of military moderniza- 
tion that lay behind them. Although marginalized and under attack from 
Sukarno and leftist groups from late 1963 to late 1965, the technocrats— 
Widjojo Nitisastro, Mohammed Sadli, Subroto, Ali Wardhana, Emil Salim, 
and a handful of other U.S.-trained economists—continued to maintain ties 
with U.S. officials and sympathetic army figures such as SESKOAD (Army 
Staff and Command College) chief Suwarto, and they continued to engage 
in contingency planning aimed at rescuing and stabilizing the Indonesian 
economy.” 

As they had during the Kennedy administration, policymakers in Wash- 
ington set out to forge close ties with the technocrats, helping them to se- 
cure foundation study grants in the United States as conditions deteriorated 
under Sukarno and putting them out front as the New Order took shape. 
“At all stages of their considerations,” Marshall Green reported, the tech- 
nocrats “have been in close touch with Embassy and receptive to our com- 
ments.”°? Western embassies were keenly aware of the economists’ political 
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vulnerabilities and lack of a social base, agreeing with Adam Malik that “they 
are no match for [the] economically naive but strongly entrenched vested in- 
terests” in the bureaucracy and military.°! Indonesia’s thin modernizing strata, 
Marshall Green observed, “rests precariously on an immense and restless mass 
of ‘traditionalist’ forces which will require years if not decades to change.” 

When it came to reforming the economy, the technocrats realized that 
the army—corrupt, deeply entrenched in state enterprises, and only dimly 
aware of the magnitude of Indonesia’s economic calamity—was simultane- 
ously part of the problem and part of the solution. Suharto, however, was at 
least savvy enough to realize that he needed the technocrats’ help if he was 
to have any hope of rescuing the economy, and he quickly put them to work. 
Widjojo, Salim, and Wardhana told Ed Masters that throughout the spring 
of 1966 they went “from one meeting to another—KOGAM, Bank Indone- 
sia, the Sultan’s office, etc.—with the same message: The economy is in re- 
ally bad shape, and strong measures must be taken to rescue it.” The em- 
bassy tried to help, sending clear signals to army leaders “that Indonesia 
would not get aid until they went the way the economists advised.” 

U.S. and other Western officials invariably described the technocrats in 
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glowing terms: “first rate,” “capable,” “energetic,” “clear-headed,” rational, 
and action-oriented. “These economists feel a sense of urgency,” the U.S. 
embassy reported, in sharp contrast to the lethargy and stasis of Sukarno’s 
ministers. “They want to see strong hands taken in cleaning out the bureau- 
cracy.” The technocrats described themselves and the process they were spear- 
heading in similar terms, emphasizing that “modernization and rationality 
were closely associated.” Their work, according to a contemporary scholar, 
was part of a “pragmatic effort by the regime to return sanity and rationality 
to Indonesia’s economic life.”** For Widjojo, perhaps the chief architect of 
New Order economic policy, this meant the creation of a free market econ- 
omy and the dismantling of state controls, insofar as these were politically 
feasible. Behind the technocrats was the like-minded Adam Malik, “the most 
brilliant and dynamic man in Indonesia’s government today,” Marshall Green 
concluded, a person of “character, immense courage, an un-Indonesian ca- 
pacity for action” according to one magazine, and a Catholic to boot.* 

‘The embassy favorably contrasted Malik, a “direct, dynamic, intellectual,” 
with Suharto, a “devious, slow-moving, mystical Javanese.” Later profiles of 


Suharto characterized him as inscrutable (as Kennedy had concluded about 
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Sukarno before him), “a contradictory mixture of ‘modernizer,’ single 
minded military officer and Javanese traditionalist.”*° The Wall Street Jour- 
nal dismissed the generals as fundamentally indifferent to economic realities, 
talking “glibly of economic development, throwing out such phrases as 
‘market forces’ and ‘production incentives’ which they may even under- 
stand.”°’ The dramatically different assessments of the technocrats and their 
army sponsors highlighted the fragile nature of the military-led regime tak- 
ing shape in Jakarta. They would need tutoring, from the technocrats and 
from the United States, if they were going to serve as a modernizing military 
force. 

The army took a crucial step in this direction in late August when 
SESKOAD commander Suwarto organized a now famous seminar in Ban- 
dung for the Army General Staff. The seminar’s aim was to build a consen- 
sus among army leaders on Indonesia’s political, economic, and foreign poli- 
cies in the coming months. The University of Indonesia economists, many 
of whom moonlighted at SESKOAD and the affiliated National Institute for 
Social and Economic Analysis (Leknas), framed the overall discussion, stress- 
ing that “economic failure means failure [of the] whole regime” and issuing 
calls for tax reform, government austerity, civic action, and tough stabiliza- 
tion measures.*® Following the gathering, where the economists’ recommen- 
dations were accepted with little discussion, Suwarto assigned Mohammed 
Sadli to shadow Deputy Army Chief Panggabean and “convince him of the 
soundness of the political and economic ideas presented at the Seminar.” 
Other army leaders announced that they were launching a “follow up pro- 
gram of indoctrination for other Indonesian leadership elements.” More- 
over, the technocrats dominated the various committees charged with eco- 
nomic planning, such as the National Development Planning Agency, the 
Inter-Department Stabilization Team, and the Foreign Investment Com- 
mittee. U.S. embassy officials considered the Bandung seminar a “real turn- 
ing point in evolution of the Army’s political thinking,” concluding that the 
new government now “knows action on stabilization is urgent and feels 
there is no alternative to vigorous prosecution.”*? 

Marshall Green wrote the White House shortly before the Bandung sem- 
inar to urge an official visit by Adam Malik and a presidential determination 
on the resumption of aid, citing progress in Jakarta on Konfrontasi, inflation, 
debt repayment, and stabilization. He recommended a limited program of 
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civic action, student and participant training, raw materials, and spare parts 
assistance. Although it was important to continue with a low-profile U.S. ap- 
proach, Green now argued that it was also necessary to demonstrate Wash- 
ington’s commitment to Suharto and his allies.“ Walt Rostow thought that 
Green’s recommendations “avoid involving us too deeply while laying the 
groundwork for subsequent assistance” and placed Indonesia on the NSC’s 
agenda. 

As the NSC met on August 4, Indonesian and Malaysian officials were 
negotiating in Bangkok. Army leaders were fulfilling their end of the bar- 
gain, and now they thought that they “ought to receive some tangible sign 
of U.S. assistance.”*! To be helpful, Adam Malik and the Sultan of Yogya- 
karta sent Dean Rusk a $500 million wish list of the government’s most ur- 
gent needs. The secretary demurred, siding with Green on a more limited 
program of aid. Although political developments were almost uniformly fa- 
vorable, Rusk maintained, there had been “only modest progress in dealing 
with the root causes of Indonesia’s economic collapse,” and an overenthusi- 
astic U.S. response “could be the ‘kiss of death’ to the current leadership.” 
The top priority now was for the United States to move quickly and multi- 
laterally. Walt Rostow, who had just replaced McGeorge Bundy as Johnson’s 
national security adviser, took a special interest in Indonesian recovery and 
the prospects for a program of modernization whose burdens would be 
borne multilaterally. The now central role of the chief modernization theo- 
rist in Washington—and an inveterate hawk—symbolized the Johnson ad- 
ministration’s embrace of military modernization and ensured that its advo- 
cates would have their views aired on favorable terms in the White House. 
Indonesia was “a pioneer case,” Rostow told the NSC, an opportunity to 
“establish a new pattern of multilateral help in Asia” linked to the Asian De- 
velopment Bank and patterned on the U.S. experience in Latin America. In- 
cluding the anticipated U.S. contribution to an IMF-approved stabilization 
program, the proposed aid package would total some $100 million.” 

President Johnson, who observed that just a year ago Indonesia had been 
on the verge of becoming “an out-and-out Communist state,” was glad to 
have Jakarta back on the plus side of the foreign policy ledger. He supported 
the resumption of aid but wanted Rusk to make sure congressional leaders 
were on board before signing a presidential determination. Over the course 
of August 1966 State Department officials canvassed opinion on Capitol 


222 ECONOMISTS WITH GUNS 


Hill, where they found widespread support for administration policy. The 
House Foreign Affairs Committee, previously a bastion of anti-Sukarno sen- 
timent, was now “unanimously favorable” toward the resumption of aid. 
Senator William Fulbright, who shared the State Department’s caution, told 
Dean Rusk there was now “no possible alternative to the proposed course of 
action.”® It was a stunning turnaround. From Jakarta Ambassador Green re- 
iterated his support for the administration’s aid proposals. It was especially 
important to shore up Suharto’s economic advisers, Green argued, warning 
that they “will drop out if they feel U.S. support for the new government is 
lacking.” With wall-to-wall support, President Johnson at the end of August 
signed a presidential determination authorizing the resumption of U.S. as- 
sistance to Indonesia. That same day the State Department cabled Jakarta 
that it would consider another PL 480 agreement for 150,000 bales of cot- 
ton, later expanded to include a $10 million loan for spare parts and raw ma- 
terials. When the House voted on the administration’s $3.09 billion foreign 
aid bill two weeks later, they deleted the ban on aid to Indonesia passed the 
previous year, allowing for the full resumption of assistance.” 

In defending Washington’s decision, Dean Rusk told a meeting of the Vet- 
erans of Foreign Wars that U.S. aid would help to maintain Indonesia as a 
“nonaligned bastion of freedom in Asia.”® In private Rusk was more pes- 
simistic, telling President Johnson that Suharto and his allies had “no major 
commitment to democratic freedoms as we know them.” The State Depart- 
ment predicted that the army would continue to severely circumscribe indi- 
vidual liberties and use arbitrary arrest and imprisonment “as an established 
aspect of the exercise of state authority” The embassy estimated that 250,000 
political prisoners crowded Indonesian prisons and concentration camps 
(Amnesty International put the number at more than half a million) and that 
summary execution of jailed PKI members continued on a regular basis.” As 
Harry Goldberg, the AFL-CIO’s representative in Indonesia, had noted ear- 
lier, such a regime was “hardly the soil for a rebirth and re-growth of a demo- 
cratic trade union movement” along with other civil institutions that modern- 
ization theorists identified as prerequisites for political development.’! 

Marshall Green commented later, as he pitched for the resumption of mil- 
itary aid, that the “‘ 
army built and army sponsored. . . . It is the army which will be remain the dom- 


new political order’ in Indonesia will be army planned, 


inant political force in Indonesia for a long time to come.”” At the Bandung 
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seminar in August army leaders outlined their plans for scrapping Sukarno’s 
Guided Democracy in favor what they called Pantjasila Democracy, involving 
the replacement of proportional representation in the MPRS with a single- 
member constituency system, rehabilitation of several previously banned po- 
litical parties, and an enlarged role for functional groups, of which the mili- 
tary would be the most powerful. Suharto made it clear that the military 
would control the process of political reorganization, citing its historical and 
indispensable role in preserving stability and public order. When combined 
with the army’s dominant influence in the cabinet, crucial ministries, the 
provincial administrative apparatus, and state enterprises, “‘Pantjasila Democ- 
racy,” the embassy observed, “at quick glance looks suspiciously like a mili- 
tary dictatorship.” It was more likely, however, to evolve into a stable au- 
thoritarianism dependent on key civilian groups, such as the technocrats and 
moderate Muslims, for support. Indonesia’s postindependence politics had 
convinced most U.S. observers, and many Indonesian elites, that democracy 
was unlikely to take root in the country and that it would be counterproduc- 
tive to push the army in this direction.” “For the military to withdraw from 
a major and active role in political life,” Green later argued, “would be as 
disastrous for Indonesia as for the military to take over entirely.” While 
lamenting the army’s corruption and hostility to democracy, most technocrats 
agreed that the Indonesian population was too backward and saddled by tradi- 
tional values, practices, and structures to effectively participate in politics. At 
Indonesia’s current stage of economic and political development U.S. officials 
could see “no workable alternatives,” and Washington had no choice but to 
support an army-controlled government “well into [the] ‘new order.’””* 
What counted for the Johnson administration was not adherence to de- 
mocratic niceties, which it hardly championed elsewhere, but the restoration 
of political and economic stability. In Indonesia the New Order continued to 
make progress, although Sukarno retained a residual capacity for obstruction. 
In mid-August both the MPRS and the DPR (Dewan Perwakilan Rakyat, or 
People’s Representative Council) ratified the Bangkok Accord ending Kon- 
frontasi and approved Indonesia’s reentry into the U.N. Sukarno would have 
none of it. In his last Independence Day address he denounced the Bangkok 
accords and declared that Indonesia would not return to the U.N., insisting 
it was the world body that had to change, not Jakarta. The president’s speech, 
which Vice Speaker of Parliament Major General Sjarif Thajeb condemned 
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as “a rallying cry for PKI remnants and radical leftists,” sparked denuncia- 
tions by anti-Communist groups and the military. Sukarno “can now be at- 
tacked without fear of reprisal,” the embassy commented approvingly.” Al- 
though committed to the progressive denigration and eventual removal of 
Sukarno, army leaders, especially Suharto, still carried a healthy respect for 
the influence he wielded on Java. Most were content to undermine Sukarno 
indirectly through the ongoing trials of September 30th Movement partici- 
pants, which highlighted the decadence and corruption of former govern- 
ment ministers such as Central Bank minister Jusuf Muda Dalam. Although 
there was little doubt about the eventual outcome, Sukarno’s final ouster 
would be a “slow painful process.””¢ 

Shortly after President Johnson formally resumed aid to Indonesia, Jakarta’s 
creditors traveled to Tokyo to discuss the rescheduling of what New Order 
officials were now terming the “Sukarno debt.””” IMF officials, who had 
been in Indonesia since August working with Suharto’s ministers on a possi- 
ble stabilization package, painted a grim picture of the country’s continued 
economic decline. It would be months before the IMF could accurately as- 
sess Indonesia’s ills, much less come up with suitable recommendations for 
stabilization. Looming over the session was Jakarta’s mammoth debt to the 
Soviet Union and the question of whether or not Moscow would accept the 
same terms as other creditors, without which no rescheduling agreement 
was possible. Indonesia’s hopes for swift action were again dashed. The best 
that Indonesia’s creditors could do was agree to a standstill on Indonesian 
debt servicing.’* 

In late September 1966 Foreign Minister Adam Malik traveled to the 
United States to plead Indonesia’s case for aid, the first high-level visit since 
the September 30th Movement. Close on his heels came the Sultan of Yogya- 
karta, who led Indonesia’s observer delegation to the annual meeting of the 
IMF and the World Bank.” Malik’s schedule, which included meetings with 
top CIA and Department of Defense officials, House and Senate leaders, 
Vice President Humphrey, Secretary of State Rusk, and President Johnson, 
was a testimony to the importance that the administration attached to his 
visit.°° He covered well-trod ground in stressing Jakarta’s recent turnaround 
and the country’s dire economic situation. Indonesia had largely wiped out 
Communism, something few recipients of U.S. aid could boast. What Indo- 
nesia needed now, Malik emphasized, was more emergency aid, lots of it, es- 
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pecially rice and cotton, “to keep the large numbers of troops in Indonesia 
satisfied and occupied.” As Malik told President Johnson, “Indonesia’s fun- 
damental task is improvement of the economy,” but he warned that unless 
economic conditions improved, the PKI could make a comeback.*! 

‘The Johnson administration, which considered Malik the most dynamic, 
intelligent, and pragmatic New Order official, was well aware of the need to 
strengthen his internal position back home where he lacked a social base and 
was vulnerable to attack by both the army and social forces critical of Indo- 
nesia’s drift toward the West.* ‘To make sure the foreign minister did not go 
back empty-handed, Dean Rusk authorized the provision of an additional 
50,000 tons of rice and 150,000 bales of cotton to Jakarta on concessionary 
terms. Washington was sympathetic to Indonesia’s needs, President Johnson 
told Malik, and the United States would do its part working with allies and 
the IMF to draw up plans for Indonesia’s rehabilitation and development. 
But Rusk emphasized that “external resources could play only a marginal 
role in the development effort and that Indonesia itself must carry the main 
burden.” Aid from Washington would act as a lever for change, not as a sub- 
stitute for the transformation of Indonesian policies, values, and practices. 
As examples of the sort of long-run relationship to which Indonesia should 
aspire, Rusk cited the Alliance for Progress in Latin America and the U.S. 
aid program in India, two of Washington’s most dramatic (and ultimately in- 
effective) attempts to use aid as a catalyst for modernization. 

With a presidential determination in hand, the White House resumed 
planning for the resumption of overt military aid to the Indonesian armed 
forces, but here it faced a dilemma. U.S. officials considered the consolidation 
of army power an imperative for the restoration of stability and the preven- 
tion of any comeback by Sukarno and other leftist forces. “Suharto must . . . 
produce some early and visible progress towards improving people’s lot,” 
Marshall Green wrote, “in order to retain their confidence and ensure his 
own dominant role” over those who advocated an outright military dictator- 
ship. Considering that “government authority in the cities outside of Jakarta 
and in the outer islands is exercised exclusively by the military,” the United 
States had little choice but to support the armed forces if it hoped to exer- 
cise any influence over New Order policies.** 

‘The 300,000-strong Indonesian military, however, was an enormous drain 
on national resources, swallowing roughly two-thirds of the government 
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budget since 1959. Suharto and his advisers, in the course of slashing gov- 
ernment spending, claimed to have lowered that figure to 25 percent at the 
end of 1966, but this took no account of the military’s vast off-budget activ- 
ities, funneling of funds from state-owned enterprises, pervasive corruption, 
and smuggling. Military leaders resisted any attempts to pare back their lu- 
crative economic activities, posing a direct challenge to technocrats’ efforts 
to reform and streamline the economy and introduce market forces.® To the 
extent that the military was cutting spending, Adam Malik observed, it was 
doing so with the expectation that U.S. MAP funds would make up the dif- 
ference. Army leaders spoke of military requirements “running into the hun- 
dreds of millions of dollars, which they hoped to obtain from the U.S.”% 
During Malik’s visit to Washington, General Jusuf, an associate of General 
Suharto, met with the deputy assistant secretary of defense for international 
security affairs to discuss the possible resumption of the Civic Action Pro- 
gram. Jusuf emerged from the meeting and announced that the Department 
of Defense had committed $500 million, forcing Pentagon officials to issue 
an embarrassing public denial.*’ 

‘Throughout the summer of 1966 most U.S. officials opposed the resump- 
tion of anything but token assistance to the Indonesian armed forces, fear- 
ing that substantial aid would divert the military’s attention from economic 
recovery and reduce the incentive to move forward with market-oriented 
reforms. Pentagon officials frankly admitted that there was “no military jus- 
tification” for the resumption of MAP assistance and that any aid offered 
“would be largely for political and economic purposes.”** The Indonesian 
military, the most well equipped in Southeast Asia (even if much of its arms 
came from the Soviet Union), was plenty strong enough to accomplish its 
primary goals: repressing internal dissent, enforcing economic austerity, and 
preventing the resurgence of the left. But by October Marshall Green was 
convinced of the need to resume a small program of military aid. The army 
was dominant everywhere, firmly entrenched, and deepening its hold on the 
regional administrative apparatus and key state enterprises, a state of affairs 
that Green said was “essentially [the] right mixture for Indonesia.” What the 
military needed now was a “constructive role” to play in the New Order it 
had created, in part to distract army personnel from “corruption” and “hooli- 
ganism.” Green proposed a resumption of spare parts shipments, noncom- 
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bat equipment shipments, officer training, and civic action programs total- 
ing about $6 million.* 

‘The Johnson administration emphasized programs of military and partic- 
ipant training and civic action not just to forge closer ties with army officials 
but to transmit doctrines, administrative and technical skills, and American 
values to Indonesia’s ascendant elites. Official and scholarly discussions of the 
New Order leadership invariably noted the crucial role played by U.S.-edu- 
cated personnel and the modernizing impact of U.S. training. Robert McNa- 
mara pointed out to President Johnson that five of the generals killed on Oc- 
tober 1, 1965, had been U.S. trained and that “all thirteen top members of 
Suharto’s staff received training in the U.S. under the MAP.” The effective- 
ness of these training programs, Marshall Green wrote the State Depart- 
ment, could be gauged by the fact that “American trained elites were pre- 
dominantly in vanguard of moderate forces who are now in ascendancy.””? 

Johnson administration officials were particularly committed to military 
and participant training programs. They were also explicit about the pur- 
pose of such training: to enable the military to replace Sukarno and assume 
administrative control of Indonesia’s political and economic institutions. 
Participant training was a crucial and underappreciated aspect of the U.S. 
civic action program in Indonesia before 1965, helping—along with other 
training and exchange programs—to create a nascent “state within a state” 
alongside the Sukarno regime. Under the auspices of CAP and AID pro- 
grams, hundreds of Indonesian army officers attended U.S. universities, such 
as Harvard, the University of Pittsburgh, and Syracuse, to take classes in in- 
dustrial enterprise management, business administration, personnel man- 
agement, and executive leadership.”! The Ford Foundation had financed 
similar programs since 1955, providing most of the funding for a generation 
of University of Indonesia economists to study in the United States. “You 
cannot have a modernizing country without a modernizing elite,” noted 
Frank Sutton, deputy vice president of the Ford Foundation’s international 
division. In the early 1960s the University of Indonesia organized an Execu- 
tive Development Program modeled on its American counterparts to pro- 
vide management training for civilian and military leaders. “This training 
proved to be of great value when the Army assumed control of the govern- 
ment,” Robert McNamara observed in 1966.” 
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At a time of surging unemployment and continued economic chaos, In- 
donesian officials looked to civic action programs to help restore economic 
stability. Suharto acknowledged the need to reduce the size of the armed 
forces but feared the political and social implications of a major military de- 
mobilization, as had General Nasution in 1962. General Soekoewati, deputy 
chief of staff for special operations, explained to the Australian military at- 
taché that “whilst some demobilization is planned, the bulk of [troops] will 
be kept occupied on civic missions in addition to their normal training ac- 
tivities. ‘Karya’ (labour) projects, as well as the trans-Sumatran highway, 
were planned to come within the army sphere to keep the Army occupied 
and assist in the national recovery.” Such goals were, not coincidentally, 
“closely tied to the maintenance of internal security.” Army leaders still be- 
lieved that an expansion of their civic mission would “build an image of pub- 
lic service, national identification, managerial ability and heroic posture,” in 
part by publicizing military-led modernization “as a popular goal, with po- 
litical symbolism appropriate to the Army model.””* 

‘The Johnson administration shared these goals. The Indonesian army’s 
doctrine of civic mission still resonated strongly with policymakers in Wash- 
ington who asserted that the armed forces, trained and equipped by the 
United States, could serve as agents of modernization in the countryside, as 
they were attempting to do in Vietnam and Latin America. The embassy in 
Jakarta justified the resumption of civic action programs on the grounds that 
they would “provide for [the] efficient and active participation of Indonesian 
armed forces in the execution of GOI economic and development plans,” 
activities for which they were uniquely suited. The army had the “clearest 
command channels, most equipment, most readily available manpower, the 
most experience and one of largest pools of technical expertise” for under- 
taking such projects. Moreover, the army’s territorial command structure 
created a parallel administrative structure extending to the village level; this 
structure enabled a far greater degree of control over local political and eco- 
nomic affairs than had previously been possible. Washington could also ex- 
pect the army, unlike other social groups that had not yet absorbed Western 
values, to be “direct, rational and tough” in dealing with Indonesia’s pressing 
economic and social problems.” 

In addition, with the PKI decimated, there were far fewer political obsta- 
cles to the armed forces playing a catalytic role in Indonesia. RAND scholar 
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Guy Pauker argued that the ouster of Sukarno and the army’s subsequent 
takeover had already generated “a deep moral crisis” in Indonesia because 
military-led modernization challenged “traditional ways and values” among 
Indonesian peasants. Given the political and financial restraints on U.S. mili- 
tary aid, Pentagon officials argued, a civic action program in Indonesia “would 
have a politico-economic impact far out of proportion to its size” and “help us 
influence government decisions in every aspect of our relations.” As Llewellyn 
‘Thompson wrote to Robert McNamara, “There is probably no other place in 
Asia where such a small investment can produce more significant long-range 
returns.” 

Congress, however, had yet to include new money for Indonesia in its 
1967 appropriations bill.?’ In the meantime Marshall Green urged army 
leaders to get their own projects under way, which U.S. aid could then sup- 
plement, but Suharto and the generals had expected a quicker response. A 
poor rice harvest and unexpectedly fierce student demonstrations against the 
continued economic crisis in October magnified their concern.** By De- 
cember the embassy reported “unmistakable indications of growing frustra- 
tion” at the slow pace of aid that threatened a real estrangement from Wash- 
ington’s erstwhile military allies. Part of the problem, observed embassy 
political analyst Jack Lydman, was that armed forces leaders were basing 
their budget projections on wholly unrealistic expectations of U.S. assis- 
tance. Indonesian officials were beginning to realize that much of the aid 
they needed from abroad would be slow in coming and that the political and 
economic benefits of such aid would be slower still. The administration’s ur- 
gent task was to find “some low cost but visible gesture to [the] military with 
immediate impact,” aid that would pacify army leaders yet not distract them 


from the more urgent task of economic recovery.” 


The Return of Foreign Investors 


By the end of 1966 Suharto and his ministers had taken important if prelim- 
inary steps to address the country’s chaotic economic situation, restore a 
modicum of economic stability, and reassure their creditors that they were 
prepared to address the government’s fiscal and monetary crisis. In early Oc- 
tober the Central Bank dramatically raised interest rates and slashed imports 
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for all but essential goods, the first in a series of austerity measures aimed at 
stemming inflation and recouping scarce foreign exchange. Indonesia was 
making progress on a stabilization plan, its creditors were meeting in Paris 
to discuss debt rescheduling, and the army had secured modest but politi- 
cally significant infusions of emergency commodity assistance. But the in- 
ternational community’s response was agonizingly slow and marked by what 
Indonesian officials thought was unreasonable caution.'“ The CIA estimated 
that Indonesia’s economy would need two to three years to recover and that 
the pace of recovery would depend on the level of foreign aid and the cre- 
ation of “a more stable environment for private enterprise.”!”! 

Suharto’s economic ministers and U.S. officials agreed that the sluggish re- 
turns on multilateral and bilateral aid made it all the more important for In- 
donesia to encourage the return of foreign investors. The return of private in- 
vestment to Indonesia was a central feature of the Johnson administration’s 
planning for Indonesia’s short-term recovery and long-term development and 
an increasing focus of its foreign and development assistance program more 
generally. The growing U.S. balance of payments deficit, which fired increas- 
ing congressional hostility to expanding foreign aid budgets, and skepticism 
about the impact of large-scale public investment programs led U.S. officials 
to place more emphasis on multilateralism, self-help, and the encouragement 
of private investment as the most effective path to development.!” 

“These people want to be friends of the U.S.,” Hubert Humphrey en- 
thused to President Johnson after meeting with one of Malik’s advisers. 
“They are interested in encouraging U.S. private investment.”!”? As Suharto 
took power, embassy officials began conveying to their Indonesian counter- 
parts that Jakarta needed to restore the confidence not just of creditor na- 
tions but also of foreign investors. This would mean, for starters, reversing 
the takeover of U.S. and other companies and junking the April 1965 decree 
banning foreign investment. In his first meeting with General Suharto in 
May, Ambassador Green noted the limits of international aid in restoring 
Indonesia’s economic health and emphasized the “advantages of assistance 
from foreign private capital in opening forest and other industries.”! 

Suharto’s economic advisers pushed the same message for both ideologi- 
cal and practical reasons. The embassy later wrote that Indonesia’s economic 
ministers “fully realize that foreign official assistance and debt rescheduling 
must be accompanied by substantial private investment if momentum is to 
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be generated in the development process.”!® Richard Robison argued that 
“there is little doubt” that the technocrats were initially “convinced by the 
IMF/World Bank ideology of ‘free market’ economics, which limited the 
state to providing the fiscal and monetary conditions for capital accumula- 
tion, and trusted in the mechanisms of the market to generate maximum 
growth and efficiency.”! They also bemoaned the army’s reliance on “covert, 
illegal fund-raising organizations” and the notorious corruption and ineffi- 
ciency of army-controlled state-run enterprises and import-export licensing 
boards.'©’ Given Indonesia’s desperate economic situation, most technocrats 
believed they had little choice but to push for market-friendly policies if they 
hoped to induce foreign, especially multinational, capital to return. When 
asked to describe the path they thought Indonesia should follow, however, 
these modernizing bureaucrats took Japan, Korea, Taiwan, and other devel- 
opmental states as their models, not the United States, suggesting that their 
turn to the West was borne more by necessity than by principle. Other offi- 
cials, notably Ibnu Sutowo and those linked to state-owned enterprises, agreed 
on the need to lure back foreign capital but insisted that Indonesia should do 
so on terms that would foster the growth of national industry, especially pe- 
troleum, resource extraction, and processing.'°* 

The case of the New Orleans—based mining company Freeport Sulphur 
illustrates the weighty stakes involved. In 1959 Freeport geologists managed 
to get hold of promising old Dutch reports of copper-rich deposits in West 
Irian. For the next several years officials unsuccessfully negotiated with first 
Dutch and then Indonesian officials to gain access to the area. In April 1965 
Freeport reportedly reached a preliminary arrangement with the Ministry of 
Mining to explore for copper and nickel, only to watch Sukarno close the 
door on foreign investment.'” Freeport waited, biding its time and keeping 
in touch with high-ranking Indonesian and U.S. officials. In early Septem- 
ber Freeport’s ad and information director James Moyer, brother of White 
House assistant Bill Moyer, joined the White House staff. Two months later, 
as the army-led massacres of alleged PKI supporters commenced, Freeport 
officials opened negotiations with Indonesia’s generals to reenter the country. 
Within days of Sukarno’s March 11 transfer of power to Suharto, Freeport 
technicians were tromping through the jungles of West Irian sixty miles 
from its southern coast, racing against mining officials from the Japanese za- 
ibatsu Mitsui. What Freeport officials found boggled the mind: a mountain 
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rising 600 feet from the jungle floor literally filled with high-grade copper 
ore. The discovery of Ertsberg, as the mountain containing earth’s largest 
copper mine would later be called, convinced them of the need to move 
swiftly to reach a concession agreement.!!” 

In mid-April Forbes Wilson and Robert Duke of Freeport visited Wash- 
ington and told the State Department they needed three things to move for- 
ward with their plans for Indonesia: an investment guarantee agreement 
(IGA), an acceptable investment climate, and clear concession rights with no 
production sharing. The system of production sharing as originally devised 
for oil companies and other extractive industries kept nominal management 
and control of resources in the hands of the Indonesian government while 
assigning day-to-day management and technical assistance to the company; 
it also allowed the government to take its share of royalties in the raw mate- 
rials being extracted. It was Ibnu Sutowo’s signal contribution to the world 
oil regime and extractive industries, providing a model that many develop- 
ing states later used. Many Indonesian officials, even those who recognized 
the country’s need for foreign capital, considered such an approach indis- 
pensable to the creation and strengthening of national industry.'!! 

Both Indonesian and U.S. officials saw Freeport as a crucial test case. At 
Suharto’s personal request, Minister of Oil, Mining, and Minerals Bratanata 
and Adam Malik visited West Irian to explore the proposed concession area. 
They returned “fired up by [the] need to have Freeport begin the project as 
soon as possible.”!!” But Ali Budiardjo, an Indonesian official who later went 
to work for Freeport, recalled that “no one had any idea of how to proceed. 
‘There was no foreign investment office and . . . no foreign investment law.” 
At a time when “Westerners with money” still reacted to Indonesia “like 
bulls to a red flag,” however, this early foray by a prospective investor hinted 


at Jakarta’s intentions.'? 


‘The embassy characterized the start of talks be- 
tween Freeport and Indonesian officials in mid-June as “the initial posing of 
the important question of whether Indonesia’s negative attitude toward for- 
eign investment is undergoing a change.” In Freeport’s wake a “small but 
nonetheless significant stream of potential U.S. investors” began to descend 
on Jakarta. The most significant of these was Lyndon Johnson’s political pa- 
tron, the construction firm Brown and Root, which approached Adam Ma- 
lik in June through a prominent Indonesian businessman to propose a swap; 


Brown and Root would gain concession areas suitable for gold mining and 
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export agriculture in exchange for a $30 million loan for road and harbor 
construction in Sumatra for which it hoped to be the builder. But with fis- 
cally conservative technocrats in control of the budget, the government was 
“deferring grandiose public works projects,” and the deal fell through. Brown 
and Root was not alone.!!* 

The prospective return of oil companies highlighted differences not just 
among Indonesian officials but also between firms in various industrial sec- 
tors seeking access to Indonesia. The first U.S. companies to return to 
Jakarta were not integrated multinationals on the order of Caltex but mid- 
size independent firms such as Union Oil of California and consortiums 
such as the Midwest-based Independent Indonesian American Petroleum 
Company (IIAPCO), which sought to break into international markets long 
dominated by the majors. As Freeport talks got under way in June, oil con- 
cession hunters from these smaller companies and from a handful of Japan- 
ese hopefuls arrived in the Indonesian capital. Like Freeport, they had be- 
gun and then halted negotiations with Indonesian officials in 1965 as more 
cautious investors were fleeing, and now they sought to return while the 
field was uncluttered.' As in 1963, the key issue was whether these compa- 
nies would accept terms balked at by such giants as Caltex and Stanvac, a 
point recognized at the time by the Wall Street Journal but forgotten by his- 
torians. Marshall Green reported that the major oil companies generally op- 
posed the production-sharing agreements Indonesian officials were insisting 
on, worrying that such contracts “might lead to a weakening of management 
relationships in other parts of the world, where, not incidentally, the majors 
produce vastly larger amounts of oil than in Indonesia.” Not so the smaller 
independents.!"¢ 

The initial scramble for oil also took place as a complex struggle unfolded 
between Permina head Ibnu Sutowo and Oil and Mining Minister Bratanata 
for control over Indonesian oil affairs. Bratanata sided with the majors (and 
the technocrats) and opposed production-sharing arrangements; he argued 
that Indonesia “should attract larger companies into the country” and leave 
management authority largely in foreign hands. Sutowo, on the other hand, 
favored the smaller companies, which were willing to accept production- 
sharing agreements and work with Permina. Army leaders generally favored 
Sutowo, who was close to Suharto and had diverted scarce foreign exchange 
their way in the months after the October 1 coup attempt (and according to 
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many accounts still was).''” Ibnu Sutowo won on both counts. On August 18 
he signed a production-sharing contract with ITAPCO for a concession area 
off the coast of North Java, the first new foreign direct investment in nearly 
two years. When Bratanata tried to block the Presidium from considering 
the contract, Suharto intervened, stripping him of much of his portfolio and 
handing control of oil and gas matters over to Sutowo.!!® 

As Freeport Sulphur officers arrived in Jakarta to begin negotiations with 
the Ministry of Mining, Dr. Jusuf Ismael, chief of the Multilateral Economic 
Cooperation Directorate, told the embassy’s economic counselor that Indo- 
nesia was ready to seek an accommodation with foreign investors. Ismael 
sheepishly asked the embassy’s help in providing publications and advice on 
“formulating ground rules for a new foreign investment policy.” The minis- 
ters had almost no idea how to proceed. “This seems [an] excellent opportu- 
nity,” the embassy wrote back to Washington, “especially in light [of the] 
current visit by Freeport Sulphur reps . . . to influence GOI thinking on for- 
eign investment.”!!” Two months later Adam Malik told Marshall Green that 
economic ministers led by Dr. Selo Sumardjan, a U.S.-educated economist 
and aide to the Sultan of Yogyakarta, had begun working on a new foreign 
investment law and were prepared to start talks on an investment guarantee 
agreement with Washington.!”° 

‘The United States heavily influenced the drafting of Indonesia’s foreign 
investment law. A consultant from the Denver-based Van Sickle Associates 
(which had just signed a production-sharing contract for the construction and 
operation of two Indonesian plywood factories) helped the economist Wid- 
jojo write the bill. When they completed the draft legislation in late Septem- 
ber, Indonesian officials gave the embassy a copy and asked for comments on 
“possible improvements from [the] standpoint U.S. investors.” State Depart- 
ment lawyers sent back line-by-line suggestions, complaining that the pro- 
posed legislation gave “too much discretionary authority” to the government 
and was “discouraging to potential investors” because the state sector in- 
cluded “a large area private foreign enterprises would want to enter,” primar- 
ily in extractive enterprises. Widjojo revised the bill “in accordance with U.S. 
suggestions,” seeking language that would ensure the “maximum liberaliza- 
tion” he also favored while placating economic nationalists on the lookout for 
signs that Jakarta was bowing to Western pressure. The episode was a stun- 
ning reminder of the structural power wielded by the Suharto regime’s sup- 


porters over some of the most crucial decisions made by sovereign states.!?! 


ECONOMISTS WITH GUNS 235 


At the end of November, after months of negotiations, Indonesia finally 
reached a debt rescheduling agreement with the Soviet Union, meeting an- 
other demand of Western creditors. Soviet acceptance of a two-year debt 
moratorium and liberal repayment schedule cleared the way for Indonesia’s 
creditors to reach an agreement at their upcoming meeting in Paris.!? John- 
son administration officials felt an increased sense of urgency. Sukarno was 
publicly declaring his defiance of the New Order regime, calling for the 
masses to “rise up and crush my enemies within the country.” Moreover, the 
government was “suffering from serious loss [of] momentum,” Adam Malik 
told embassy officials, to the point where he believed “immediate action 
must be taken to remove [the] President from office.” !” 

‘To demonstrate Washington’s concern, President Johnson sent Walt Ros- 
tow to Paris to head up the U.S. negotiating team, prompting everyone else 
to quickly upgrade their delegations. Robert Barnett, the administration’s 
point man on Indonesian debt, wrote Averell Harriman (whose investment 
bank, Brown Brothers Harriman, previously financed cotton exports to In- 
donesia) that the other creditors “had not yet absorbed the extent of Indo- 
nesia’s economic calamity.”!’* For ten days before the meeting Walt Rostow 
worked closely with IMF officials and lobbied other creditors to offer Jakarta 
liberal terms. After two days of talks the group of creditors agreed to a four- 
year moratorium on payments and a lengthy repayment schedule. Just as im- 
portant, the creditors acknowledged the central role to be played by the IMF 
and the World Bank and the need for greater multilateral assistance.!> 

The creditors meeting in Paris capped a month of decisions by the 
Suharto regime aimed at demonstrating Jakarta’s commitment to the return 
of private, particularly American, investors. On December 12 Suharto re- 
versed Sukarno’s April 1965 decree banning foreign investment and ordered 
the return of all properties placed under government control the previous 
year. On Christmas Eve the Presidium approved the Foreign Investment 
Law, the New Order’s first major piece of legislation.!*° Two weeks later In- 
donesia and the United States signed an investment guarantee agreement af- 
ter Jakarta accepted without change the draft offered by Washington.’ 

Indonesia’s efforts now began sparking the interest of major corporations, 
whose investment decisions would play a major role in determining the 
country’s economic prospects. An official with the Garrett Corporation (an 
L.A.-based aerospace company), after speaking to the heads of some of the 
world’s largest multinationals, proposed that major U.S.-based corporations 
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might set up an “unofficial development consortium” for Indonesia.'”* At the 
end of 1966 James Linen, president of the Luce-owned Time Inc. (and a 
friend of Eugene Rostow), got the same idea after visiting Bali at the request 
of the Sultan of Yogyakarta. Upon his return to Washington, Linen met with 
State Department officials and proposed to organize a gathering “of major 
American companies which could help develop American interest in Indo- 
nesian economic development.”'”? As Linen talked up private investment in 
Washington, a group of midsize mining firms, the U.S. Mineral Resources 
‘Trade Mission, was making the rounds in Jakarta to explore the possibilities 


for mining and other resource concessions.'°° 


Sukarno’s Ouster and the New Order 


For Johnson administration officials the slow but steady trickle of foreign in- 
vestors back to Jakarta offered confirmation of the wisdom of its policies in sup- 
port of the Suharto regime. The New Order’s “effort to eradicate [Sukarno’s] 
policies has been systematic, continual and eminently successful,” the em- 
bassy reported in early 1967, although Indonesia continued to face economic 
and political problems “of a magnitude to confound the mighty.” There also 
remained the question of Sukarno. Although his power had been severely 
curtailed, U.S. officials worried that “as long as Sukarno is around . . . there 
is a direct threat to the realization of the fundamental aims of the New Or- 
der.”'3! Conversely, a National Intelligence Estimate concluded, “the neu- 
tralization of Sukarno would greatly improve the outlook for political stabil- 
ity in Indonesia.”'** Army hawks and civilians such as Adam Malik had come 
to the same conclusion. In addition to publicly defying the military in De- 
cember, Sukarno attempted to block passage of the Foreign Investment Law 
and to undermine the painful stabilization measures being implemented by 
Suharto’s ministers. Moreover, until Suharto could restructure the MPRS, 
the “Old Order” PNI and NU parties could block New Order initiatives and 
prevent expansion of the body, which would bring it under army control. 
According to Marshall Green, “Suharto has now made basic decision that he 
must get rid of Sukarno within [the] next few months.” Military officials 
came to the embassy and outlined their plans for a “deliberate buildup of 
pressure against Sukarno” in the coming weeks involving the MPRS, youth 


and other front groups, and the army leadership.'* 
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By the end of December 1966 anti-Sukarno graffiti was once again ap- 
pearing on walls and billboards in Jakarta as army-backed student demon- 
strations resumed. In meetings with foreign journalists Adam Malik bluntly 
called for Sukarno’s ouster while privately suggesting that killing him might 
be the only way to ensure his removal.'** Meanwhile, efforts to discredit the 
disgraced president continued. The trial of former air force marshal Omar 
Dhani was moved forward by nearly six weeks and was covered extensively 
by the Jakarta press. While insisting that he had acted to forestall an anti- 
Communist coup, Dhani offered damning testimony against Sukarno, alleg- 
ing that he knew about the September 30th Movement and made no effort 
to prevent either it or the killing of the six generals. Following Dhani’s con- 
viction and death sentence, the Indonesian Lawyers Association demanded 
that Sukarno be dismissed from the presidency and put on trial.'*° 

On January 30, 1967, Sukarno finally submitted a written explanation of 
his actions in connection with the events of October 1, 1965, as demanded 
by the MPRS in July. Unrepentant and evasive, Sukarno’s explanation only 
outraged his opponents and provided the needed pretext for more aggressive 
action. In early February the MPRS passed a resolution demanding the dis- 
missal of Sukarno and the creation of a special court to try him for his al- 
leged role in the September 30th Movement. The Indonesian Supreme 
Court repeated the MPRS charges and also called for the president’s trial. 
Sukarno had run out of room to maneuver; his options were limited to ac- 
tions that would stave off a humiliating public trial and possible imprison- 
ment. On February 20, on the eve of the MPRS session called to discuss his 
removal from office, Sukarno formally handed over authority to Suharto, 
who became acting president. The Provisional DPR delivered the final hu- 
miliating blow on March 12, when it confirmed the transfer of power and 
stripped Sukarno of his title. The man who had helped lead Indonesia to in- 
dependence was defeated, broken, and powerless. Shortly after, he was 
placed under house arrest, “a pathetic old man,” the State Department ob- 
served approvingly, “transformed . . . from the incarnation of the Indonesian 
state into a historical relic.” °° 

The Johnson administration greeted Sukarno’s final ouster with undis- 
guised enthusiasm. Marshall Green praised Suharto, whose regime was still 
summarily executing and imprisoning alleged PKI members, for his “sincere 
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dedication to democratic means. Sukarno’s ouster removed one of the 


last barriers to the full resumption of U.S. assistance to Indonesia. When 
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William Bundy and Marshall Green briefed House and Senate leaders on 
Indonesia’s progress, they endorsed the administration’s renewed commit- 
ment to Indonesia and its emphasis on multilateralism.'** Washington was 
prepared to respond, but its proposed aid package for 1967 reflected the shift 
in U.S. priorities since the Kennedy administration had proposed a compre- 
hensive program of more than $300 million in military, economic, and tech- 
nical assistance five years earlier. 

Now Walt Rostow urged President Johnson to foot the bill for one-third of 
the estimated $240 million in balance of payments assistance that Indonesia 
would need to finance the essential imports approved by the IMF as part of 
its stabilization program. The request consisted mostly of AID, PL 480, and 
commodity assistance, a $10 million spare parts loan, and $10-$20 million in 
support assistance. The embassy described the package as “lean and not lush,” 
designed to “both push and sustain the new regime” until economic stabiliza- 
tion warranted consideration of longer-term development planning.'*° John- 
son, whose interest in Indonesia increased in direct proportion to the deterio- 
ration of the U.S. position in Vietnam, was eager to demonstrate Washington’s 
support. The Indonesian government was “working for the people,” Rostow 
wrote the president, and “pursuing a pragmatic economic policy.” Now was 
the time for U.S. aid to “jump start the process.”!” 

Indonesia’s creditors were getting ready to meet in Amsterdam, and the 
U.S. delegation wanted the authority to pledge $85 million. President John- 
son told his national security adviser to canvass congressional opinion, scrib- 
bling on a memo to Rostow “OK on assumption Japan and Eur. 2/3 to U.S. 
1/3.” A few days later Rostow returned with the verdict: House and Senate 
leaders were unanimously in support.!*! In Amsterdam the Intergovernmen- 
tal Group on Indonesia IGGI) agreed to meet Indonesia’s balance of pay- 
ments needs as outlined by the IMF, with Japan and Europe each matching 
Washington’s third of the total.!#? Much of the assistance would be allocated 
under the Bonus Export System, “a sharp departure from past foreign aid 
practices” and especially worrisome in light of Indonesia’s rampant corrup- 
tion.' The arrangement was formalized in mid-June at the second IGGI 
meeting in Scheveningen, Sweden, where Indonesia received a vote of con- 
fidence from its creditors and international organizations. Administration 
officials were encouraged not just by the contributions of other countries but 
also by the presentation of the Indonesian delegation, which left convinced 
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of the “salutary consequences of IMF-supported move[s] toward reliance on 
free market forces for allocation [of] scarce resources.”! As stabilization got 
under way and Western countries stepped in with credit, the IBRD prepared 
to return to Jakarta to survey Indonesia’s longer range development needs. 
The Indonesian government had now achieved three of its broad goals for 
economic rescue: significant emergency assistance, debt rescheduling, and a 
resumption of international credit on terms that were not unfavorable to 
Jakarta. In return, Indonesia’s leaders were steadily enmeshing the country 
in webs of Western aid and influence that, according to a National Intelli- 
gence Estimate, “virtually assures continuation of Indonesia’s westward lead- 
ing foreign policies.” !* 

Despite their progress in securing Western financial backing, Indonesian 
military leaders were disappointed with the pace and scope of U.S. aid, es- 
pecially to the armed forces. Relations with Moscow—Indonesia’s leading 
military supplier—continued to deteriorate as the government moved to ex- 
tirpate all remaining signs of PKI influence, including a ban on the teaching 
of Marxism-Leninism. Soviet leaders were correspondingly “suspicious and 
non-committal” regarding further assistance, demurring on Jakarta’s request 
for desperately needed military equipment and spare parts.'*° Army leaders 
were thus bitter when the U.S. failed to respond quickly to requests for civic 
action assistance. As a result, Marshall Green’s repeated attempts to secure 
an audience with Suharto were rebuffed, usually by generals bearing expan- 
sive army wish lists totaling hundreds of millions of dollars. Indonesian am- 
bassador Suwito told William Bundy that the officers “had been led to ex- 
pect substantial, unrestricted flows of U.S. aid” after 1965 and chafed at U.S. 
requests for close monitoring of aid loans to ensure that funds remained un- 
der the control of the technocrats.'*” 

Marshall Green finally secured an audience with President Suharto in 
early July, spending much of the meeting “trying to dispel his concern over 
U.S. aid prospects during next two years.”!*® When Suharto outlined Indo- 
nesia’s continued need for more assistance, Green brusquely reminded him 
that the United States had already provided $160 million in aid, credits, and 
debt postponement in the last eighteen months, an extraordinary amount 
given the budgetary black hole that Vietnam represented for the aid budget. 
‘To assuage Suharto and the army, the State Department offered 72,000 sets 
of uniforms and 32,000 pairs of boots to equip military units involved in 
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civic action activities. A few days later the first shipment of MAP-supplied 
spare parts for the navy arrived, significantly easing tensions.'*? Close on the 
heels of Green’s meeting, Brigadier General Sudjono, a member of Suharto’s 
economic team, flew to Washington and made the pitch for aid directly to 
Vice President Humphrey, Walt Rostow, and congressional leaders.!*° 
Army leaders’ frustration stemmed in part from the budget cuts imposed 
on them by the government's stabilization measures. In addition to slashing 
inflation, IMF officials admitted that tight credit policies, price hikes on ba- 
sic goods, and reductions in government spending were slowing business ac- 
tivity, exacerbating unemployment, and inflicting enormous popular hard- 
ship. Groups such as the PSI (Indonesian Socialist Party), the Masjumi 
Party, and NU that opposed austerity measures and were unwilling to criti- 
cize Suharto directly instead turned their ire on Widjojo and other members 
of Suharto’s economic team. Stabilization and its architects were “under 
mounting attack from many quarters,” the embassy reported, making it all 
the more important for the United States to back them, because “they offer 
[the] only real hope of constructive change in [the] Indonesian economy.”!*! 
In early August the NSC met again to review U.S. policy toward Indone- 
sia. Two days earlier Johnson and his advisers had gathered to discuss the 
military stalemate in Vietnam. General William Westmoreland’s request for 
200,000 additional troops hung over Washington like a cloud in July and 
August, and the president was deeply frustrated by the failure of U.S. bomb- 
ing to turn the tide. Moreover, the continued expansion of the war was plac- 
ing severe limits on the funds available to meet the White House’s other for- 
eign policy priorities. War funding constituted fully one-third of projected 
Defense Department budgets for FY 1968 and FY 1969, with no letup in 
sight. In addition, Congress was proposing to slash the foreign aid budget by 
nearly $800 million, reducing it to $2.5 billion, with more than one-third of 
the amount designated for Vietnam.'? The turnaround in Jakarta, achieved 
with comparably little U.S. assistance, contrasted starkly with the adminis- 
tration’s dismal showing in Vietnam, but there were more problems ahead. 
Washington faced two challenges. The first was to balance Indonesia’s expec- 
tations with the limited U.S. ability to provide aid. Walt Rostow wrote Pres- 
ident Johnson that “Indonesian expectations of U.S. aid vastly exceed any- 
thing we are going to be able to come up with.” Yet many officials, led by Vice 
President Hubert Humphrey, argued that Johnson was not doing enough. 
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Administration officials were already having trouble coming up with the U.S. 
share of its commitment to Indonesian stabilization needs, and the proposed 
AID package for Jakarta included 100,000 tons of rice already vouched for by 
Vietnam. The State Department concluded that “it is almost certain that we 
will not be able to meet from anticipated resources [for] one-third of Indo- 
nesia’s 1968 requirements.”'*’ The second and related challenge, as AID di- 
rector William Gaud put it, was how to use the limited U.S. aid available “to 
help stimulate rapid enough developmental progress in Indonesia to sustain 
public and army support . . . without loosening the economic stabilization 
discipline which is essential to [the] long run solution of Indonesia’s prob- 
lems.”!°* Here Marshall Green thought the key lay in continuing to “iden- 
tify and support ‘modernizing’ elements in the national leadership” and in 
targeting aid in their direction because the fate of the other elements of 
Washington’s strategy was bound up in their success.!°° 

‘The worse things got in Vietnam, the more President Johnson wanted to 
invest in Indonesia’s success, just as administration officials, the press, and 
Congress wanted to see Indonesia as a validation of the American stance in In- 
dochina.'** “Here is a country which has rejected communism and is pulling 
itself up by its bootstraps,” Johnson told the NSC. Should not the adminis- 
tration be asking for more money? The consensus was that Congress would 
not appropriate more money for foreign aid for 1967. The president kept 
pressing. The United States should make Indonesia a showcase, he argued, 
because it was “one of the few places in the world that has moved in our di- 
rection.” “We should take some of our ambitious plans which haven’t been 
working in other countries,” he said, perhaps referring to foundering schemes 
such as the Mekong Delta Development Authority, “and put them into ac- 
tion in Indonesia.”!*’ Administration officials recommended sticking to the 
one-third formula of financing Indonesian stabilization and rehabilitation 
that would commit Washington to roughly $110 million in aid for FY 1968. 
General Suharto asked Marshall Green for even more, warning that without 
additional aid “Indonesia’s new order would be in serious trouble.”'** Euro- 
pean nations were already balking at their share of the $300 million-plus 
that the IMF predicted Jakarta would need in 1968, and Green, who now sup- 
ported a sizable aid package, returned to Washington in October to once again 
emphasize the importance of the U.S. commitment to Indonesia. “This is In- 
donesia’s critical hour of need,” he told a cabinet meeting in mid-October with 
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Rusk and Johnson present. “Our sacrifices in Vietnam avail little if we do not 
take strong and swift steps to foster [the] growth and strength which the new 
Indonesia can achieve.”!*? 

Johnson’s remarks to the NSC reflected a widespread feeling within the 
administration that the U.S. war in Vietnam had in some way been respon- 
sible for the turnaround in Indonesia. New Order officials seeking aid from 
the White House encouraged this perception, as did White House officials 
themselves and supporters of the war, such as Australian prime minister 
Harold Holt. Meeting with Vice President Hubert Humphrey in September 
1966, Adam Malik suggested that “General Suharto’s success in defeating the 
Indonesian Communist Forces was directly influenced by the U.S. determi- 
nation in South Vietnam.”! More recently, historian Mark Moyar has ar- 
gued that the Indonesian army would never have “resisted the Communists” 
in late 1965 had the U.S. withdrawn from Vietnam.'*! There is little evi- 
dence, however, to support such claims. The CIA, after an exhaustive search, 
concluded in May 1966 that the war in Vietnam had precisely “nothing to 
do” with stiffening the resolve of the generals in Jakarta. On the contrary, the 
CIA went on to observe, “most political groupings in Indonesia at present, 
even with a government following and anti-Chinese Communist foreign pol- 
icy, view the U.S. presence in Vietnam as a continuation of the Western ef- 
fort to control and dominate Asia.”!® 

At the end of October 1967 Vice President Humphrey traveled to South- 
east Asia to attend the inauguration of South Vietnamese President Thieu 
and stopped over in Jakarta to meet with Suharto and other officials. Upon 
his return, Humphrey made a strong pitch for increased aid to Jakarta, prais- 
ing Suharto as “an honest, hard working man” whose aides were turning the 
economy around and bringing Indonesia into the Western fold. The vice 
president minced no words in characterizing the regime, observing that “the 
only real base of Suharto’s government is the Army,” but his enthusiasm for 
the New Order was unvarnished.!* Johnson approved his aides’ request to 
continue contributing one-third of Indonesia’s aid requirements, telling Walt 
Rostow, “I want to do everything I can for Indonesia—as quickly as I can. 


Send me a program.”!* 
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The Johnson Administration Embraces the New Order 


Indonesia’s halting progress in restoring economic stability and the admin- 
istration’s struggle to find resources to meet its aid commitments merely 
highlighted the importance both countries attached to the return of foreign 
investors. The CIA concluded that Indonesia’s prospects for a speedy recov- 
ery depended on the construction of “a more stable environment for private 
enterprise.” But as former World Bank governor John J. McCloy observed, 
“Government capital can be directed . . . private capital has to be induced.”!® 
Jakarta had already taken significant steps in this direction: the passage of the 
Foreign Investment Law in December 1966, the signing of an investor guar- 
antee agreement with Washington, the implementation of IMF-directed sta- 
bilization measures, and the rescheduling of its outstanding debt. Beginning 
in early 1967 Indonesian officials fanned out across the United States, Japan, 
and Western Europe, speaking before business forums and seeking to spread 
the word about the new welcome mat they had put out for foreign capital. 
Ambassador Suwito Kusomowidagdo, speaking at an American Indonesian 
Chamber of Commerce meeting in New York, insisted that the Suharto 
government had abandoned “rigid state control of the economy” for a 
greater reliance on market forces. In addition, he stressed the opportunities 
for investors “to cooperate with Indo under favorable terms in developing 
the nation’s rich natural resources . . . now exploited at only one-tenth of 
their potential capacity.”! 

Following the lead of Freeport Sulphur and a handful of other compa- 
nies, a steady stream of prospective foreign investors descended upon Indo- 
nesia. Scores of U.S. companies sent representatives to Jakarta during the 
first half of 1967, especially after Freeport signed a contract with the Min- 
istry of Mining in April. The bulk of them were small or medium-size firms 
involved in raw materials extraction and production: mining, timber, inde- 
pendent oil, chemical and fertilizer companies, and the banks that financed 
them. These were firms historically tied to the nationalist-expansionist cur- 
rent of U.S. foreign policy and to the right wing of the Republican Party. 
The first bank to return to Jakarta, for example, was the Hearst-aligned First 
National City Bank, the largest U.S. bank in the Philippines and one closely 
tied to extractive industries there.'” In early 1968 First National published 
a guide to investing in Indonesian timber, noting that it would likely soon 
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replace the Philippines as the largest timber supplier in Asia. Chicago-based 
Continental Illinois National Bank and Trust likewise prepared a guide in 
early 1966 emphasizing investment in plantation agriculture, oil, and re- 
source extraction, observing that “the industrial sector of the economy in 
terms of exports can be summed up in one word: petroleum.”!® 

Most of these firms had bitterly opposed Sukarno and had sympathized 
with the covert action and rollback current in the CIA. As if on cue, nation- 
alist oilman H. L. Hunt also returned, seeking concession areas off the coast 
of West Irian and complaining that the State Department and big oil com- 
panies were scheming against him. In a Playboy interview Hunt observed that 
Indonesia was the only place the United States was not losing the Cold War 
and that “the ousting of Sukarno, if successfully continued, is the greatest 
victory for Freedom since the last decisive battle of World War I.”!° One 
can usefully compare these companies with the historically internationalist, 
multinationally oriented, world-competitive firms that dominated the Indo- 
nesian market in the pre-independence and Sukarno periods: Stanvac and 
Caltex; Goodyear and U.S. Rubber; Morrison Knudson and Brown and Root; 
Singer Sewing Machine, Westinghouse Electrical, Morgan Guarantee Trust, 
General Motors, and Union Carbide.!” 

The first two U.S. trade missions arrived in Jakarta from Oregon and San 
Francisco in April 1967, representing midsize firms exploring concession 
possibilities in timber, plywood, chemicals, mining, and oil.'”! Trade mis- 
sions from Belgium, the Netherlands, Australia, France, and North Korea 
soon followed, prompting the Dutch newspaper De Volksrant to observe that 
a “fierce international competitive struggle for a favorable position in the In- 
donesian market has broken out.”!”? The embassy praised Suharto for ac- 
cepting the “need for foreign investment as principal means for developing 
the outer islands” and taking steps to attract it, but technocrats worried that 
the large multinational firms they foresaw as engines of development had 
not yet taken the same initiative as smaller companies such as Freeport and 
IIAPCO had." 

In the latter half of 1967 this began to change. In August the Pacific- 
Indonesia Businessman’s Association (PIBA) hosted a meeting in Jakarta spon- 
sored by the Stanford Research Institute, a research and consulting firm whose 
analysts consulted on the Alliance for Progress. The meeting brought together 
250 businessmen from the United States, Japan, Australia, and Western Eu- 
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rope to meet with Indonesian businessmen and a handful of Indonesian of- 
ficials who outlined the steps the Suharto regime was taking to attract for- 
eign capital. The embassy approvingly noted the speech of Manpower Min- 
ister Awaluddin Djamin, who described the new regime’s repressive labor 
policies in a manner “designed to allay any fears prospective investors may 
harbor about possible trouble with trade unions.”!’* Howard Jones called the 
gathering “most encouraging,” noting that “it was the first time the Ameri- 
can business community and, for that matter, the Indonesian business com- 
munity had ever met with top government officials.”!”° 

‘Three months later in Geneva an even more important gathering took 
place. Scores of executives from dozens of the world’s leading financial, man- 
ufacturing, and extractive firms met with Indonesia’s top economic ministers 
to discuss investment opportunities under the New Order. Time-Life Inc. 
president James Linen, who organized the meeting, emphasized to President 
Suharto that “in order to attract the top potential investors it would be ab- 
solutely necessary to have someone of the caliber of the Sultan of Jogjakarta 
or the Foreign Minister” leading Indonesia’s delegation. Suharto, who told 
Marshall Green in July that he “attached great importance to these meet- 
ings,” made sure foreign investors got the right signal.!”° The Sultan, Malik, 
and virtually every important economic official attended the meeting, out- 
lining sector by sector the incentives Indonesia was prepared to offer foreign 
investors and listening to investor concerns.'”” U.S. officials waxed enthusias- 
tic about Suharto’s courtship of multinational capital, especially Vice President 
Humphrey, whose visit to Indonesia coincided with the Geneva meeting. In a 
personal letter to Linen, President Johnson characterized the gathering as “a 
magnificent story of opportunity seen and promise awakened” and invited him 
to the White House for a visit.” 

By the end of 1967 Jakarta’s main hotel was “crowded with businessmen 
from the U.S., Western Europe, Japan and neighboring Asian countries” 
seeking investment opportunities.'”? Investment guides for Indonesia cooed 
that the Suharto regime was “prepared to go to the greatest lengths to at- 
tract foreign capital” and described the modernizing potential of foreign in- 
vestment with the same optimistic faith and in much the same way as U.S. 
officials did.1*° The task of U.S. corporations, one guide suggested, was to 
help countries like Indonesia build the infrastructure of development, com- 
bining “a systems analysis and coordination of all .. . national development 
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factors” with “old-fashioned Yankee ingenuity and free enterprise.” The 
challenges posed by poverty, economic dislocation, corruption, political in- 
stability, and underdevelopment were daunting, but Indonesia and other de- 
veloping nations had an advantage, namely, “the fact that, starting with a vir- 
tually clean economic slate, and with access to the latest in economic theory 
and expertise, far more rational and efficient planning is possible than ever 
before.”!®! Fortune magazine similarly observed that Indonesia “is putting on 
trial what many observers have long considered to be model rules of behavior 
for backward nations.” If successful, Indonesia could “point the way for many 
a floundering country in Asia, Africa, and Latin America.” Upon returning 
from a study trip to Southeast Asia, Senator Joseph S. Clark of Pennsylvania 
agreed, writing that Indonesia had become “a testing ground for both free 
world, free enterprise concepts of development and the effectiveness of multi- 
lateral assistance.”!* 

The continued, if wobbly, economic recovery in Indonesia and the mount- 
ing confidence and cohesion of the Suharto regime was one of the few bits 
of good news for the administration as it began what Walter LaFeber aptly 
calls “the year from hell.” As Birch Bayh praised the situation in Jakarta, 
80,000 North Vietnamese troops and NLF guerrillas were launching the Tet 
offensive, attacking a hundred cities across South Vietnam and shattering 
public confidence in White House claims that the U.S. war could be won 
anytime soon. The dismal situation in Vietnam only reinforced President 
Johnson’s determination to do whatever he could to shore up the New Or- 
der. With administration prodding, Congress met his request to increase aid 
for Indonesia to $156 million, in stark contrast to the reductions other for- 
eign aid recipients faced.'*? Robert McNamara, who had resigned from the 
administration and was now head of the World Bank, traveled to Indonesia 
in June and came home convinced that preservation of the New Order was 
an urgent necessity, establishing the Bank’s first permanent mission in a de- 
veloping country in Jakarta soon after. 

In its policy assessment for 1968 the embassy in Jakarta offered an extra- 
ordinary analysis of past U.S. policy and the challenges Washington would 
face in achieving its goals for Indonesia in the coming years. The New Order 
regime faced myriad problems: inflation, unemployment, political infighting, 
capital shortages, a “desperate shortage” of skilled personnel, creeping mili- 
tarism, endemic corruption, and rising expectations among the Indonesian 
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population. Nevertheless, Marshall Green saw room for continued opti- 
mism because “things could easily have been far worse.” Suharto had under- 
gone a remarkable transformation, holding fast on economic stabilization 
measures while maintaining political stability and working to “civilianize” 
his image, even to the point of barnstorming around the country like an 
American politician.'** Now U.S. policy and Indonesia itself were beginning 
the transition from the “relatively short-term task of economic stabilization” 
to the “long-term task of modernization.” Washington had a heavy stake in 
helping the New Order succeed, the embassy observed, “because it is the lat- 
est test case of whether liberal economic policies combined with free world 
assistance offer a more solid path to modernization than communism or 
other totalitarian solutions.”!*° 

In this transition the Johnson administration faced two daunting chal- 
lenges. The experience of the past fifteen years had convinced most policy- 
makers of the continued need for a low-profile approach to Jakarta. Intrusive 
American aid programs and public diplomacy had done little but stoke the 
fires of Indonesian nationalism, providing fuel for Sukarno and his allies to 
mobilize Indonesians to oppose Western influence. Moreover, U.S. aid was 
often “rejected, deflected or transformed by basic features in the Indonesian 
social structure.” But economic development alone would do little unless ac- 
companied by such a transformation in Indonesian behavior, values, and at- 
titudes. Because of this, the embassy now argued—ignoring the unbridge- 
able chasm between its vast ambitions and the meager resources and political 
capital it was bringing to bear—Washington should “regard our ultimate 
aim in Indonesia not as economic development alone but as modernization.” 
Support for Jakarta’s participation in ASEAN and other forums for regional 
cooperation would aid in this process by “interweav[ing] it inextricably in re- 
sponsible regional activities” and encouraging Indonesia “to see itself as a 
partner and participant in a world-wide process of modernization.” Foreign 
Minister Adam Malik shared this sentiment, contending that the “primary 
reason for regional cooperation is the necessity for modernization.”!*° 

In designing future aid programs, the embassy argued, the Johnson ad- 
ministration needed to take into account three broad features of Indonesian 
culture: “1) predominantly traditional (as contrasted to rational) modes of 
thought which resists change; 2) particularistic (or personalized) rather than 
universalistic values . . . or abstract codes of behavior, and 3) a decentralized 
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and compartmentalized organization of society.” The best way to ensure 
that U.S. aid had maximal impact with minimal intrusion was to continue 
working wherever possible through “so-called ‘third culture’” Indonesians, 
such as the technocrats who could mediate between Indonesian and Ameri- 
can culture and transmit modernizing attitudes to their more traditional fel- 
low citizens, a role that coincided with the way the technocrats viewed 
themselves. Expanded U.S. participant training programs that concentrated 
on students, technical workers, and military officers would likewise expand 
the ranks of such third culture Indonesians, helping to move them “to an 
outside vantage point,” which would “show them the deficiencies of their 
own social structure” and thereby stimulate a desire for change.!*” American 
educational aid programs, as one contemporary scholar put it, would help 
form students “who would shift from the folk image of man and society 
common to the mass of Indonesians and adopt a more or less ‘scientific’ at- 
titude,” instilling “a systematic, cause-effect approach to problems” and pro- 
viding “a basis for a rational critique of Sukarno’s Indonesia and the desire 
for rapid change.”!88 

‘The embassy concluded by recommending that the Johnson administra- 
tion treat its role in Indonesia “as a controlled experiment in moderniza- 
tion.” “With a cooperative government, a classically traditionalist society, 
and a good measure of material resources, Indonesia constitutes a good test 
subject.” Moreover, Washington was starting “with virtually a clean slate” on 
the aid front, providing a benchmark for evaluating the future success of its 
programs.'®? Aware of the limits of U.S. power but optimistic about the 
transformative potential of exposure to American aid, technical expertise, 
knowledge, and culture, the Johnson administration hoped to resume the 
ambitious project first envisioned by its predecessor: helping Indonesia to 


“set out on the long and probably torturous road to modernization.”'” 


Conclusion 


At the end of January 1968 Indiana senator Birch Bayh appeared on The Joey 
Bishop Show, a popular nationwide late-night television talk show, following 
his first visit to Indonesia. Bayh, previously a staunch opponent of U.S. aid 
to Jakarta, told Bishop: 


It is easy for me to get too enthusiastic about what is going on in Indonesia, 
because here you have a society that was strictly a socialist society, a state- 
controlled society, that was almost communistic, and now they have a 
group . .. most of them trained back here in the good old USA, and they 
have decided to implement a free enterprise system, and they are going to 
do it in a short period of time, and to see some of the evolution, if not 
revolution, that is taking place there now is extremely worthy. 


“This belongs in the man bites dog category,” Walt Rostow wrote the pres- 
ident, referring to the en masse conversion of Sukarno critics into Suharto 
boosters." 
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Official optimism regarding Indonesia contrasted sharply with Washing- 
ton’s deepening pessimism—prompted in part by military and political stale- 
mate in Vietnam—over its inability to effect similar political, economic, and 
social transformation in other postcolonial societies. U.S. officials viewed 
the Suharto regime in 1968 as one of the great successes of American foreign 
policy. Sukarno and the PKI were destroyed, political parties had been “neu- 
tralized,” the regime was committed to economic reform and open to for- 
eign capital, and the army—which the CIA argued was solely equipped for 
“the gigantic task of modernization”—was beyond effective political chal- 
lenge. Moreover, Indonesia was playing a moderate, responsible political 
role in the region through its participation in ASEAN. Initially ASEAN was 
little more than a forum for periodic meetings of Southeast Asian foreign 
ministers (and it was hamstrung through 1968 by the Philippines’ continued 
claim to the Malaysian island of Sabah), but U.S. officials viewed ASEAN as 
the first truly indigenous regional association of the Cold War era, one that 
could be expected to counter Beijing’s influence and indirectly serve Ameri- 
can interests.” Although Indonesia resolutely maintained its nonalignment in 
public, the government’s utter dependence on foreign aid and investment 
and the military’s bitter anti-Communism lent Indonesian neutralism a de- 
cidedly pro-Western cast. 

The September 30th Movement and the ensuing mass murder of PKI 
supporters that paved the way for Suharto’s ascendance made U.S. officials 
look prescient as well as lucky. McGeorge Bundy wrote President Johnson 
that the dramatic turnaround in Jakarta was “a striking vindication of our 
policy... of keeping our hand in the game for the long-term stakes despite 
recurrent pressures to pull out.”? This policy was also a reflection of Wash- 
ington’s persistent conviction that Indonesia would prove unable to solve its 
manifold economic and political problems until the PKI was destroyed. The 
administration’s enthusiastic support for the army-led slaughter was thus a 
predictable, if damnable, result of the United States’s persistent linking of its 
own global credibility with the fortunes of indigenous radicalism and local 
military forces, a pattern repeated in Guatemala, Brazil, Chile, and countless 
other countries during the Cold War and one magnified in importance by 
escalation of the war in Vietnam. 

Washington’s fears about Indonesian Communism were intimately bound 
up with its commitment to Indonesian economic and political development. 
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The literature on U.S.-Indonesian relations during the Kennedy and John- 
son administrations—which focused on anti-Communism, geopolitics, and 
national security—has been almost wholly silent on this fusion of concerns, 
concerns so apparent, for example, in the scholarship on the Alliance for 
Progress in Latin America.* Historians have thus failed to recognize the un- 
derlying continuity of U.S. policy during the 1960s; instead, they have de- 
voted the bulk of their attention to what in retrospect should be regarded as 
an interregnum from 1964 to 1965 during which time U.S. officials were 
forced to abandon their ambitious agenda and focus on containing Sukarno 
and the PKI. An appreciation for the way U.S. officials and their Indonesian 
counterparts thought about and planned for Indonesian development, how- 
ever, is central to understanding U.S.-Indonesian relations in the 1960s and 
indeed throughout the postwar period. Indonesia was one of the few coun- 
tries where the United States and the Soviet Union competed directly for 
influence, a competition waged as much with technical and economic assis- 
tance as through military aid and training. Kennedy administration policy- 
makers recognized that they needed to respond to the “Soviet aid offensive” 
if they were going to present Indonesia with an alternative to the develop- 
mental model promoted by Soviet officials as the surest path to rapid indus- 
trialization. The administration’s proposed comprehensive program of mil- 
itary aid, economic and technical assistance, and stabilization support was in 
part a response to this Soviet challenge. It coincided with Sukarno’s launch- 
ing of an ambitious Eight-Year Plan that, if successful, would have given the 
state a leading role in economic development. U.S. officials throughout the 
period emphasized the links between the country’s chronic economic crisis 
and the rising fortunes of the PKI, insisting that “actions to defeat commu- 
nism in Indonesia must be supplementary to long-range effective programs 
to improve the living standards of the masses.”° 

‘The economic underpinnings of American anti-Communism in Indonesia 
were most starkly revealed in the months following the collapse of the Sep- 
tember 30th Movement. William Bundy later wrote that historians “of the 
theorist and process-oriented persuasions” will find in this period “almost no 
formal papers seeking to define or describe the path that eventually led to a 
solid American relationship with the new regime in Indonesia and to a major 
American contribution to the economic and social recovery of this key na- 
tion.” But such a claim is not borne out either by Washington’s actions or by 
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the vast documentary trail that successive administrations left behind. By 
1966, with the Cold War for all intents and purposes over inside Indonesia, 
the Johnson administration concluded, as had its predecessors, that the de- 
struction of the PKI would matter little without a fundamental political and 
economic reorientation in Jakarta. Now it emphasized the short-term goal 
of rescuing and rehabilitating the Indonesian economy and the long-range 
goal of supporting a stable, politically moderate authoritarian regime in Jakarta, 
integrated into the regional economy. Such a regime could serve both as a 
counterweight to Chinese influence and as “a desirable market and source of 
raw materials” for Japan, Europe, and even the Soviet Union. U.S. officials 
were still cognizant of the potent force of Indonesian nationalism, which 
Sukarno had proved so adept at channeling, and thus insisted that their goals 
“must in the Indonesian’s eyes appear as modernization, not westernization 
and least of all Americanization.”” 

Many Indonesians saw things differently, both from the United States 
and from each other. Like the military junta in Brazil, Suharto’s New Order 
publicly based its legitimacy on the basis of its commitment to moderniza- 
tion and economic growth. But although U.S. officials and scholars shared a 
broad consensus on the definition of modernization, elites in Indonesia and 
many other countries “selectively appropriated its ideals to suit their own di- 
verse needs and purposes.”* Western-trained technicians, military officials, 
and Muslim groups, among others, all came to different conclusions as to 
the meaning of modernization and its implications for the country’s political 
and economic development. 

Indonesia’s Western-educated technocrats described themselves and the 
process they were spearheading in terms that reflected their American train- 
ing, emphasizing that modernization and rationality were closely associated. 
Their largely secular and Westernized vision of modernization was widely 
shared by other minority groups in Indonesia, including students, Catholics, 
and Protestants who saw Suharto as a “defender of Panca Sila principles of 
religious tolerance and political balance.” Despite their receptiveness to 
American views on modernization, however, these economists, for the most 
part, did not take U.S.-style liberal capitalism as their model but instead 
looked to such countries as Japan, Taiwan, Korea, and India, in which the 
state took a leading role in the development process.® 
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Military officials likewise absorbed selected tenets of modernization the- 
ory and adapted them to their own ends. Under the auspices of the military 
and AID programs, hundreds of Indonesian army officers were brought to 
American universities, such as Harvard, the University of Pittsburgh, and 
Syracuse University, to take classes in industrial enterprise management, 
business administration, personnel management, and executive leadership. 
USS. officials were explicit about the purpose of such training: to enable the 
military to replace Sukarno and assume administrative control of Indonesia’s 
political and economic institutions. In the early 1960s the University of In- 
donesia organized an executive development program, modeled on the same 
programs at U.S. universities, to provide management training for civilian 
and military leaders. But rather than seeing their role in Indonesian political 
life as a transitory one on the road to modernization, army leaders pro- 
claimed a “dual function” for the armed forces that envisioned them as per- 
manent guardians of political and economic order, a role the military is still 
reluctant to discard forty years later, even after a nominal return to civilian 
rule.!° In fact, Western-oriented Indonesian technocrats, unlike U.S. policy- 
makers, presciently viewed the military as the primary obstacle to Indone- 
sian democracy and modernization even as they hitched their wagons to the 
armed forces out of political expediency. 

Finally, Indonesia’s Muslim organizations and parties, although totally 
overlooked by U.S. officials as conveyors of modernizing values, also en- 
gaged in heated debates at the time about the nature of modernization and 
the stance Muslims ought to take toward it. Since independence, Indone- 
sians have debated the relationship between Islam and the state and whether 
nationalism or religion ought to serve as the foundation of national identity. 
Having survived the political repression of the Guided Democracy period 
and having played a key role in the crushing of the PKI, Islamic organiza- 
tions and parties in the late 1960s sought both political rehabilitation and an 
acknowledgment of their significant role in Indonesian religious and social 
life. They also hoped to demonstrate the compatibility of Islam with Pan- 
casila and allay concerns that Islam was opposed to economic and political 
development. But the Suharto regime’s commitment to modernization pro- 
voked serious divisions within the Muslim community. Modernist Muslims, 
such as members of the urban-oriented Muhammadiyah, generally displayed 
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an openness to the West, a tolerance for religious and political pluralism, a 
belief in the divide between tradition and modernity, and an emphasis on the 
modernizing role of intellectual elites."’ U.S. officials and the Ford Founda- 
tion actively courted these Muslims beginning in the 1950s, viewing them as 
possible counterweights to both the PKI and Islamic movements such as 
Darul Islam. Many openly espoused the views of modernization theorists 
such as Lucian Pye and Walt Rostow, leading one scholar to refer to them as 
“secular modernizers.” In October 1966 modernist Muslim intellectual Deliar 
Noer offered an early reflection on Islam and the New Order in which he 
called for a “democratic modernization” that was not only forward thinking, 
rational, and dynamic but also committed to broad goals of social and eco- 
nomic equality consistent with Pancasila. Like many students and tech- 
nocrats, however, Noer presciently worried that the regime would instead 
pursue a strategy of “undemocratic modernization.” ” 

‘Traditional Muslim groups, on the other hand, especially those that still 
sought control of the state and the imposition of Islamic law in all or part of 
the archipelago, were deeply wary of the Suharto regime’s commitment to 
what they viewed as a secular path to modernization. Muslim suspicion ex- 
tended to the composition of the New Order state and its technocratic elite, 
which was disproportionately staffed by Christians, especially Catholics, and 
members of the Indonesian Socialist Party who espoused a Western vision of 
modernity. Traditionalist Muslims feared that the modernizers’ emphasis on 
overcoming the alleged cultural obstacles to modernity and on the creation 
of a “new man” implied a secularization of the public sphere and political 
life.'? A young Mohammed Amien Rais, future leader of the Muhammadiyah 
and later speaker of the Indonesian Parliament, expressed his concern in the 
early New Order period that Western-oriented modernization would weaken 
the role of Islam in Indonesian society. The Islamic scholar Hadji Abdul Malik 
Karim Abdullah (known as Hamka) declared more bluntly that “what is now 
called modernization is but camouflage for a big plan aimed at removing Is- 
lamic influences from our hearts so that we shall willingly become the tail- 
end of nations who are considered advanced.”!* 

Some of those fears were well founded. Much of the Islamic community’s 
concern with New Order modernization stemmed from the realization that 
the Suharto regime did not intend to rehabilitate Muslim organizations such 
as the Masjumi Party, which had been banned by Sukarno in 1960. Many 
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army leaders still feared the potential power of political Islam and a revival 
of movements like Darul Islam, and they resented Masjumi Party support 
for the PRRI rebellions. When the regime allowed the formation under 
strict conditions of the more modernist Parmusi Party in 1967, party leaders 
tried to bring on board former Masjumi figures, prompting a crackdown 
that effectively gutted the organization. Continued repression forced Islamic 
leaders and intellectuals to reassess their stance toward national develop- 
ment goals, prompting scholar Nurcholish Madjid to begin grappling with 
the formulation of an Islamic “theology of development.”’* Tensions be- 
tween the New Order regime and the Muslim community would continue 
into the 1980s, when Suharto attempted to patch up relations with tradi- 
tionalist Islamic organizations as a way of bolstering his declining leverage 
vis-a-vis the army. As Juna Chandra Santosa suggests, political Islam’s revival 
in Indonesia following the downfall of Suharto stemmed in part from this 
enduring tension between more traditional Islamic groups and the secular 
modernizing goals of the New Order, an experience shared in somewhat 
analogous fashion by Afghanistan and Iran through the 1970s, where similar 
modernizing projects led by repressive regimes helped spawn Islamic re- 
volt.'¢ In short, there was a plurality of Indonesian views on modernization 
in the late 1950s and early 1960s, and American views on the matter were 
rarely accepted by Indonesians wholesale but rather adapted to Indonesian 
circumstances, a reality that U.S. officials rarely acknowledged. 

William O. Walker, surveying the wave of Washington-backed military 
regimes that swept Latin America during the 1960s in a sort of reverse domino 
effect, observes that by the end of the decade “the military had become the 
guardian of internal security and national development” nearly everywhere in 
the region, “which was exactly how the Kennedy and Johnson Administration 
wanted it.”!” The same can be said for Indonesia, where from the late 1950s 
Washington remained remarkably consistent in its support for authoritarian- 
ism and in its reliance on the armed forces as the guarantor of economic and 
political stability. After Sukarno dismantled parliamentary democracy with 
military support and returned to the 1945 constitution in the late 1950s, U.S. 
officials effectively abandoned talk of elections or representative government 
in Indonesia, rightly fearing that the PKI would thereby improve its position. 

Following the army-led destruction of the PKI, however, the Johnson ad- 
ministration continued to oppose a return to democracy. Commenting on 
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Indonesia’s prospects for political stability, embassy officials in late 1968 in- 
voked Almond and Verba’s model of “civic culture” to conclude that eco- 
nomic and political change should proceed at a pace “neither so slow as to 
cause irreversible disaffection among the modernizing elite nor so fast as to 
disturb the traditionalist masses.”!® While condemning Sukarno’s authoritar- 
ianism, U.S. officials and commentators heaped praise on the exponentially 
more brutal authoritarianism of the Suharto regime, primarily because of its 
anti-Communism, openness to Western economic influence and investment, 
and willingness to accommodate U.S. policy in the region. As elsewhere, 
Washington’s economic and strategic interests trumped any rhetorical con- 
cern with democratic practice, while social scientists provided a theoretical 
and scholarly patina to justify the U.S. alliance with the Indonesian armed 
forces. The antidemocratic bias of modernization theory, whose proponents 
claimed that developing nations would eventually converge on a liberal de- 
mocratic modernity, was revealed in Indonesia in stark fashion." 

The foreign aid policies suggested by modernization theorists, although 
undoubtedly influencing U.S. policy, also generated fierce opposition. His- 
torian Nils Gilman has characterized modernization theory as “the foreign 
policy analogue to ‘social modernism’ at home,” represented in its ideal 
form by a fully realized, technocratic New Deal liberalism. Conservative and 
nationalist voices in Congress and elsewhere also saw things this way and re- 
jected the Kennedy administration’s aid policies for precisely this reason. 
‘They viewed Washington’s support for public foreign investment in Indo- 
nesia, mild encouragement of state-owned enterprise, and the whole aid ap- 
paratus as an outward thrust of the New Deal. Social science thinking on de- 
velopment, at least with regard to Indonesia, thus buttressed a particular 
vision of political economy at home and abroad and the interests of identifi- 
able political and social constituencies, an intersection of ideas and interests 
that deserves to be explored at much greater length.’? The partial opening of 
Chinese and Russian archives should stimulate similar research into how So- 
viet and Chinese officials viewed modernization in the light of their own ex- 
perience and the role they saw foreign assistance playing in accelerating this 
process in postcolonial states. 

It is just as important to acknowledge the limits of modernization theory as 
an explanatory device, however, as it is to see the limits of anti-Communism 
as a guide to policy. As Michael Latham has accurately observed, social sci- 
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entific theories of modernization may have “shaped institutional under- 
standings of the development process . . . and suggested specific ways in 
which American policy might direct and accelerate global change,” but they 
“were not determinative or exclusive forces” and were nowhere the sole 
cause of policy.”! In trying to achieve their goals for Indonesia, the Kennedy 
and Johnson administrations were just as hamstrung by the limits of Ameri- 
can power as by their domestic opposition. The deepening U.S. military 
commitment to Vietnam placed decisive constraints on Washington’s ability 
to devote the resources and political attention to Indonesia that its ambitions 
and the country’s strategic and economic importance warranted. Washing- 
ton’s commitment to integrating Jakarta more fully into the regional econ- 
omy, while closely bound to its conceptions of Indonesian development, 
owed more to policymakers’ assessment of Indonesia’s role in the fabric of 
American hegemony and, in particular, its relationship with Japan. Histori- 
ans might in this regard usefully compare scholarly and official discourses on 
Indonesian modernization with those on Korea and Taiwan, which were di- 
rectly within Washington’s hegemonic reach and where U.S. officials were for 
a time more indulgent of state-led developmental schemes than they were in 
Jakarta and elsewhere.” 

The consolidation of power by a largely U.S.-trained army and the cru- 
cial role of U.S.-trained economists and technical personnel in 1966-1967 
appeared to confirm the hopes that Eisenhower and Kennedy administration 
officials had placed in them and to validate the predictions of modernization 
theorists. Washington’s hopes, however, proved ephemeral. Western observers 
noted almost immediately the simmering discontent inside Indonesia with 
the corruption, repression, and authoritarianism of the Suharto regime. As 
early as 1970 the U.S. embassy concluded that “resentment of military 
power and privilege and the all-pervasive involvement of the military in gov- 
ernment, business, education and politics and in the daily lives of the peo- 
ple” would continue for the foreseeable future, undermining Suharto’s rule. 
USS. officials saw the handwriting on the wall yet dismissed the political and 
economic implications of Washington’s long-term reliance on the army as 
the guarantor of stability in Indonesia. They argued that “we should judge 
the political performance of the government on its contribution to long- 
range growth and modernization, and not on its support for the parapher- 
nalia or formal procedures of parliamentary democracy.” Succeeding U.S. 
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administrations would largely keep to this script, to the great disservice of 
Indonesian prodemocracy, human rights, and civil society activists.” 

‘Thirty-two years after he came to power Suharto was swept from it, iron- 
ically by the forces of economic collapse, popular mobilization, and a divided 
military that had crippled his predecessor.”* The Indonesian crisis of 1997— 
1998 signaled not only the collapse of the Suharto regime but the failure of 
the thirty-two year experiment with the authoritarian developmental model 
it inaugurated upon coming to power. U.S. officials, multilateral institutions 
such as the World Bank, social scientists, and others who made their careers 
funding and cheering Indonesia’s purported modernization while muting 
criticism of its appalling human rights record were suddenly forced to reckon 
with the ugly legacy of Suharto’s rule. For more than three decades the New 
Order promised stability in the name of development, rationalizing state vi- 
olence and the repression of civil society, the labor movement, and students— 
whose flowering modernization was supposed to enable—as the price of 
growth. But among the chief casualties of the New Order’s collapse was the 
myth of its developmental success and alleged record of poverty reduction, 
which, when not made up out of whole cloth, masked growing inequality, 
the squandering or misallocation of tens of billions of dollars in develop- 
ment loans, and spectacular corruption, cronyism, and nepotism on a scale 
nearly unmatched in the postwar era. Ten years after the ouster of Suharto, 
nearly half of all Indonesians live near or below the government’s official 
poverty line, a figure that is growing.”> Moreover, the resource extraction 
and commodity export development model pushed by Western creditors un- 
der Suharto’s rule, the riches of which flowed overwhelmingly to a tiny sliver 
of Indonesia’s elite, has ravaged the country’s environment, leading to the 
loss of more than half of Indonesia’s tropical forests, some of the worst pol- 
lution in Asia, and, starting in the late 1990s, catastrophic forest fires.” As 
Richard Robison has argued, this oligarchic constellation of political and 
business interests that emerged and enriched themselves during the New 
Order has “largely survived the collapse of the Suharto regime.””” 

Many of the problems that plagued Indonesia in 1998 and after—endemic 
corruption, an attenuated civil society, environmental degradation, state vi- 
olence in Aceh, East Timor, and West Papua, and the recrudescence of po- 
litical Islam—were at least exacerbated by, if not finding their roots during, 
the New Order.”® These lessons have not been well learned. In the years fol- 
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lowing Suharto’s downfall, the army continues to play a destabilizing role in 
the country’s political and economic life, and the Bush administration has re- 
newed full-scale assistance to its armed forces in the name of fighting the so- 
called war on terror.’? Indonesians who continue to put forward a different 
vision of their country’s modernization—one rooted in pluralism, democ- 
racy, and balanced development—still wrestle with the bitter legacy of the 
choices forged in Jakarta and Washington during these fateful years. 
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